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BANKING ENQUIRY COMMITTEE FOR THE CENTRALLY 
ADMINISTERED AREAS. 

MINUTES OF EVIDENCE 

TAKEN BEFORE THE 

Baaking Enquiry Committee for the Centrally 
Administered Areas. 

Tuesday, the 18th February 1930. 

NEW DELHI. 


Present . 

Khan Bahadur Diwan Abdul Hamid, C.I.E.* O.B.E (Chairman), 

Professor H. L. Ch.ablani,-M.A# Rai Sahib Kanwar MoTI Lal, 

Lala Bal Kishen. L. Shri Ram (Co-optcHl membf^r). 

Mr. V. F. (iRAY, M.L.C. 


Mr. V. S. Marballi (Secretary), 

Sir Purshotaindas Thakurdas. Kt.. C.I.E., M.B.E., M.L.A., Acting 
Chairman of the Indian Central Bankint^ Enquiry Committee and 
Mr. V. K. Aravamudha Ayangar., C.T.E., Secretary, Indian Central 
Banking Enquiry Committee, were present for a short time. 


Mr. Mohd. Aminuddin Malik, B.A., LL.B., Pleader and Notary 

PubHc.^Pelhi. 

RepHM to the Quottionnairo. 

Agriocltpeal indebtedness. 

1 . The UsuriouB Loans Act of 1918 is not availed of in our province. 

This is probab^ dtte to the fact that people and the courts are not 
fully aware Q|^rta\exis A circular ^9 t^e Judges and the Bar 

Associatlci^ form of a hand bill should be issued. 

2. Interest at per cent., in instahnent bonds of the poor, is not 
considered usurious by the courts. 
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3. There must be un enaetnieut of iegislatiop in connection with the 
publication and regulation of accounts «»f money-lenders. Every 
money leader must keep u receipt book in a i>rescribed form and num- 
bered, He must sign a receipt for every pie he receives. Every half 
year the debtor must acknowledge the debt through a scribe licensed 
by the Government. .All accounts must be .shown In one pass-book 
and it should be in the possession of the defctdr. 

4. The mortgages should l>e conditional mortgages (5af bil-wafa). 
The duration should be so fixed that after that period the principal 
and interest together should be equal to the probable price of land 
at the expiry of the period allowed. If any interest and part payment 
has been made during the period it should be returned with reasonable^ 
interest. The mortgage bank should apply to the District Judge or 
the Collector for declaration of the possessioi* or for getting posses- 
sion for the debtor as the case may be on a court fee of Rs. 10. 

Rural co-opehation. 

5. The co-operative credit societies in Delhi Province are merely 
money-lending institutions. In Delhi Province there are societies as 
old as years but so far have not been able to gain confidence of the 
ptil)iir'. This is due partly to the management being in the hands of 
illiterate persons and partly to the small status of the members of the 
managing committee of th^ socielfles. Moreover the society prefers 
to confine its dealings to its own members in order to take advantage 
of the arbitration provisions in case of disputes. 

i\ The relations between co operative banks and the Imperial Bank 
of India are very good. Other joint stock banks so far have not come 
int'» competition with co operative banks and are neutral. The co- 
operative banks have come into competitioa with individual money- 
lenders. They do iu*r look with favour the opening of a co-operative 
society in their area. In some places I understand that money-lenders 
are taking advantage of these banks. They lend over and above what 
their debtois have taken from the co-o)>erative society and their 
loans ai f iej)aid when society makes loan to its members. This is due 
to the fact that the co-operative society lends little and not at the 
time when loan is much needed by the members. 

7. Following are some of the defects of th© co operative credit societies 
of Dcllii Province: — 

(1) Membership is limited to as few members as possible. 

(•2) Fojutiation of the soruety is generally on communal basis (I 
would not include better living societies in this category). 

(3) There ere many societies in certain small villages. 

(4) Much attjeiitiori is not paid to the habit of thrift and saving. 

(5) Management of the societies is mostly not good or even fair. 

(0) S’upt rv i>ion and teaching by the Department is not what it 
ought to be. 

(7) Quantity and not the quality seems to be the criterion of the 
co-operativ’e department. 

(S) A('Count books of the society are very tedious and as the 
matters stand at present the working of the society is 
beyond the capacity of honorary w^orkers, 

(9) The liability of the members is unlimited and social servants 
and philanthropic persons do not join the societies. 

Mr, Muha7)}7nnd Aminuddin Malii. 
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(10) Sufficient amount of money is not advanced to needy persona 
at the right time. This compels the members to go again 
to the money-lenders. 

(11) The margin of is very low especially in urban societies. 

They borro!jy ^t 9 per cent. • and lend to members, at Of 
per cent, to 12J per cent. 

(12) No collateral security is taken from the debtor. The debtor 

borrows money from the money-lender and pledges all his 
property with him thus leaving nothing or little for the 
society's loan. 

(i:l) There are no whole time paid workers iu the societies. It 
is desirable and good from the business point of \iew to 
have paid workers under the honorary workers. 

8, It is a tendency of the co-operative department to have as few 
members as possible. From a theoretical point of co-operation it 
sounds all right but we have to face local conditions. About twelve 
Hindu or Hindu Brahmans or twelve members of one family 

combine and their society is registered. They do not take any other 
persons, may fie be their own neighbour. Their refusal obliges other 
persons of the same locality or village to form a separate society. 
If I am not w^rong I think in a small village there are as many as nine 
credit societies. The result is that all are working with small w^orking 
capital, and are making small profits which cannot afford to pay for 
the service of any paid w^bole-time w'orker. 1 suggest that one credit 
society should be started in each village with a large number of mem- 
bers. In this way there will be a good amount of profit wdiich would 
suffice for the engagement of the services of paid workers. This w^ould 
help in another very important matter. If the society is composed 
of one family or of one caste or community it is noticed that the 
members are very reluctant in helping the liquidator or execution 
agent in receiving the decretal amount. When the membership is large 
and is composed of different people this would not happen in moMt 
eases. 

D. The management of a good society implies keeping clean and up- 
todate accounts, enforcing punctual recoveries and taking action 
against defaulters without any regard whatsoever. My personal ex- 
perience as President of Delhi Thrift and Savings Co operaiivt^ Society 
Ltd,, is that turning out of defaulters is not only beneficial for the 
defaulters themselves but it is good for the sureties as w^ell and 
teaches other members a very good lesson. Co-operation m my oiunion 
is not another name for charity but it is business and should be run 
strictly on business lines. It should help those who wish to beliave 
well. 

l^'. [n a country where there is so much illiteracy and want or srmse 
of duty amongst members of a business concern, cO'Operati^e 

credit society, much responsibility lies on the Kboiilders of the 8ub- 
Tnspectory a»^d Inspectors of the O operative Department. The De 
partment cannot sliirk its responsibility by saying thiii their duty is 
only to guide or advise the society and that the actual working of the 
sc/ciety rests with the members themselves Theoretically, and in 
places like England and Germany where there is much literacy and 
where there are many soc.al workers, thi.s is all right hut not so in 
India. In my opinion the Department should not judge the result of 
their work by quantity but by quality. We should appoint a whole- 
time paid worker for about 3 villages only. This worker should live 
amongst the members. He should keep accounts and educate the 

%2 
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inemberg in the principles of co-operalaon and in the matter of mini- 
mising the eyj>eT}»egi on marriage, etc. In a word he should work in the 
spirit of a missionary. I do hope that 3 or 4 big societies will be able 
to meet the pay of this worker. If need be tfee rate of loans should be 
increased from 12^ per cent, -to 15 per cent. So long as this rate is 
equal to, or not more than, the prevailing rate of interest in the locality 
I would have no objection. The principle should be '*good manage- 
ment first and reserve fund and dividend, etc., next’\ Whatever 
will be the profit it will remain joint property of the members them* 
selves No outsider can ever take it. The Inspectors of the Co- 
operative Department should have good control over these paid work- 
ers, especially wbtre the committee is illiterate. Social workers and 
rich persons of the village do not join unlimited liability societies. 
Their fear, and legitimate too, is that they incur the liability of the 
loss on account of defaulting members. If the societies are limited 
with fully paid-up shares, then rich pers(»ns having influence in the 
neighbourhood wull also join the society and will be very helpful in 
the management. 

7l. There is another difficulty. People are greatly indebted and loans 
to them are sanctioned in very small amounts and not at the right 
time too In order to save them froifi the alutches of the money- 
lenders big amounts should be advanced to a society composed of a 
big number of members who should pledge and mortgage their pro> 
perty as a collateral security. I know that collateral security is not 
desired in co-operation but the special circumstances of India require 
that it should be done so. 

12 I am a great admirer of the co-operative movement. This is my 
firm conviction that if the poor are tc make their economic condition 
bcttt'r it would be through co-operation and not otherwise. The co- 
o|)erative (*fficials should work in a missionary spirit and not in an 
cificial manner. It is no use to expand the co-operative movement 
at the risk of bad management. 

In Did hi Province 1 was in charge of the Central Co-operative 
Haidx, Ltd., up to December, 1928. There has been no difficulty in 
financing the societies. In fact we had a large surplus. We began 
to finaime societies of 2 of Gurgaon and brought down our rates 

of deposits from 7 per cent, to 5i per cent. 

14. The co-operative movement has succeeded to a very little extent 
in meeting the financial need of the agriculturists. 

15. I am in favour of granting more financial concessions to co-operar- 
tive societies, c.r;., special exemption from income-tax to all co-opera- 
tive societies, and inclusion of debentures issued by Provincial Co- 
operative Bank in the list of trustee securities. I would also suggest 
that court fee on letters of administration, probate or succession certi- 
ficate on the amount of deposit in co-operative societies be exempted. 

NoN-AGRICULTTBAL credit AS!) INDEBTEDNESS. 

16. In urban area the condition of the poor and of the middle class 
is deplorable. They are indebted to a very large extent. The usual 
rate of interest is from 12 to 36 per cent, and cases have come to 
my knowledge in which interest has been charged as high as 2 annas 
per rupee per month, i.e.,, 150 per cent. A pleader friend of mine 
told me that 300 per cent, interest is realised by his client, but suits 
are filed at 150 per cent, and they have been decreed by the court. 
There are no banking facilities for the poor and the middle class. 

Mr, Muhammad Aminuddin Malii, 
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They have get their jeweller^" and immoyenbic property which joint 
banks and even tbe co-operative societieB do not accept as secu- 
rity. This is due to the fact that it is not easy to realise mortgage 
money through Civil Courts. TaJke an example, the bank sues th# 
debtor. Suppose the debtor dies. It is difhciiit for n bank to know 
the names orthe heirs of the debtor. If by chance the name of some 
heir is omitted the decree is not binding on the mortgaged property 
ag regards his share in it. The heir appears in the court and raises 
frivolous and sometimes genuine objections which are absolut^y 
authorised by Hindu and Mohammedan law. It takes time to obtain 
the decree in the first court and even then the bank has to fight in tw’o 
or more appellate courts at the expense of money, time and vexation. 
If the debtor is still living then his wife and sons file declaratory 
suits which take five or six years^ time to decide finally. This apathy 
of the banks drives the people of small means to money-lenders who 
charge rates of their own liking, according to tlie need of the debtor 

17. For those who possess tangible security I would like banks to give 

loans on the security offered. The law of mortgage should be made 
simpler and the Imperial Bank should advance loans to those banks 
who do this kind of business against the properties mortgaged by 
those banks and within a safe margin. The Imperial Bank should 
take help of an expert in evaluating the properties, property 

agent, etc. 

18. As regards those persons who cannot offer tangible security, I will 
suggest that CO operative societies be organised amongst such people 
and small loans be given. My experience is that poor people if pro- 
perly tackled are the best men to repay their debts. My remarks 
given in connection with defects of co-operative societies apply to 
city societies also. 

19. The co-operative movement has not succeeded ixi helping Bfidall 
traders and small industrialists. In fact the co operative detiartment 
so far has avoided lending to traders for business. It is considered 
that the 'oan will be for speculation purpose. Delhi city is full of 
small industries and they very badly require the help of co-operation, 
hut for one roa.son or the other the Co-operative Department does not 
take such interest us they are supposed to be taking in rural co-opera- 
tion. The co-operative movement is well capable of meeting the financial 
needs of the small industrialists and cottage industries. 

20. In my opinion the co-operative movement in Delhi city should be 
extended in the direction of formation of thrift phi>i credit co-operative 
and industrial credit and marketing co-operative societies. There 
is a large field in this direction and the co-operative movement alone 
will succeed in ameliorating the condition of the poor. 

21. The abolition of stamp duty on chequje is producing a good habit 
amongst the people and they are now feeling no hesitation in oj)ening 
accounts in the banks. Middle class population is using cheques. 

I am not in favour of vernacular script in banking. 

22. I support the view- that the banking and investment habit in India 
is of very slow growth. This is mainly due to the fact that there 
IB no sufficient good control over the banks by the Government. The 
people have little faith in the stability of the private banks. People 
have faith in the Imperial Bank, but there the yield is very little 
as compared with whai the layman can get if he invests his 
money in inunoveable property. Personally 1 do not support their 
inentality, but such are the facts which exist The other serious objec* 
tion frcmi the Mohammedan point of view is the alleged prohibition 
by Islam of taking interest from any source whatsoever. The people 
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are still under the thumb of Ulemas in this matter although very few 
businessmen end educated persons support the Maulvig in this ques- 
tion. Rfcetitly amongst Mohammedans a party has grown up which 
is in favour of taking interest from the bank at least. 

23. For the purpc^se of inspiring? more faith in banks, and especially 
Indian bank*<. I would suggest that the Government should insist that 
auditors must give correct valuation of the mortgages after a report 
from air expert, appointed and paid by the Government on a commis- 
sion basis. Of course all expenses are to be recouped from the banks. 

General. 

24. X 'o-operut ion knows no religion, caste or creed. I l>eHeve that co- 
operation is the only movement which is capable of improving the 
( ccniomic and social condition of the middle class and the poor people. 
All workers in this movement should be absolutely free from com- 
munal bia.s. Whoever be in financial distress and financially back- 
ward, rnnst be ludped. He may be a high class Hindu, Mussulman, 
Christian or .shoe-maker. I am very sorry to record that in these 
days the co operative movement in Delhi iVovince is not above com- 
munal bias. Mohammedans are comparatively poorer and more 
indebted than their Hindu brethren. Tney retpiire more attention from 
the Cooperative Department. But instead, the number of Muslims 
in the i'>rimar\ societies, in the Central Bank and in the staff of the 
Co-operative Department is out of proportion to their population. 
Practically new Muslim societies are not organised. Those already 
in existence are discouraged in various ways by the unsympathetic staff 
with the result that they are closing down one by one or their 
existence is only in name. My contention is that much of the success 
and failure of n society riow-a-days depends on the personality of the 
Inspec tor and J^'ub-Inspector. These officials can let the society pros- 
per if they are kind and sympathetic to i*, or they can bring the 
society to liquidation if they wish to do so. As I have said above co- 
operation like social service is above caste and religious prejudices, 
but BO long as the present mentality of the two major communities 
prevails, I must say that in order to help the poor Muslims financially 
it is very essential that adequate and effective representation of the 
Muslims be secured in the Co-operative Department. In the same 
way opportunities be afforded by the Imperial Bank to train and em- 
ploy if possible a sufficient number of Mohanunedans. 

25. In order to find out the progress of the different communities in the 
CO operative movement the number of members of different communi- 
ties should be shown in the annual reports. This is very easy as 
is already shown in the annual audit and inspection notes of the 
societies. It will only be a matter of totalling. 

In Delhi Province the report of the working of the Co-operative 
Department is not published. Only a very little gist of it is published 
in the Delhi Administration Report. The report of the Registrar of 
Co-operative Societies will not be very long and should be published 
separately just like the report of the Industrial Surveyor of Delhi. 

27. In conclusion, I only want to add that I have been compelled to 
say what I have written above from an unbiased study of the true 
state of affairs as they exist amongst the Muslims and the depressed 
das.st4. 1 shall be sorry if any other meaning is read in my proposals. 

28. pdhi Province should have a separate Registrar of Co-operative 
Societies aiid Registrar of Joint Stock Companies, If need be the 
Delhi Province may be extended at least for this purpose* 

Mr, ,]/ u/tftnv/tad Aminuddin Malik, 
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f9. I would also suggest that in order to judge the indebtedueag of tho 
different C 9 mmunitie 8 the total amounts of sales of landed property 
and mortgage money etc. should be shown in the reports of the 
Registration Department. 


ORAL EVIDEMIE, 

30. Chairman : How long have you been connected with the co-opera- 
tive movement in Delhi? — Since April 1921. 

31. In what capacity? — From April 1921 to December 1028 ns Honorary 
Secretary of the Central Co-operative Bank, and from 1924 I have been 
President of the Co-operative Thrift Society and at present I am its 
Treasurer. 

32. Would you kindly explain the constitution of this Thrift Society 1 — 
The mam principles of the co-operative thrift .society are (hat ihe niem- 
bers have to subscribe compulsorily every in<mth and that the subscrip 
tion is fixed ac(ording to the income of the member. 

33 What sort of persons are members of the society ? — Government 
and private employees, pleaders, traders and teachers. There are also 
a few lady members. Every one is contributing a sum which is fixed 
by the by-laws of the society. A man earning a monthly income of 
Its. 100 has to pay a minimum subscription of lls. 4 per mensem, 
whilst those earning Rs. 76 are to subscribe Rb. 3, those earning Rs. 60 
are to pay Rs. 2 and those whose income is less than Rs. 30, annas 8. 

34. Would you kindly send us a copy of the bye-laws and other rules 
of the society for our information f— I have now got on Urdu ooipf 
with me but shall send you an English version later on. 

35. Is the system working satisfactorily ? — Yes. If the Bubscriptioni 
are not paid regularly we charge a penalty. 

36. Is there any scope for extension of such societies? — Yes, they will 
work better than co-operative credit societies. As a matter of fact 
it has proved to be so when ihe working of our society is taken into 
consideration. We don^t give loans recklessly. We lend up to a maxi- 
mum of only Rs. 150 and that on the security of two other membeu's 
who will stand surety for the member who borrows and only when 
they have sufficient credit. So, these factors act as a check to reckleta 
borrowing and lending. In a co-operative credit society the president 
may draw^ a sum of Rs. 2,000 for himself whilst a member may not be 
allowed a loan of even Rs. 100. But in this thrift society that is not 
possible. A member is entitled to take a loan provided he has enough 
funds at his credit with the society. Along witn this facility the mem- 
ber has also to accumulate his funds by compulsory subscriptions every 
month. 

37. How did your connection with the Co-operative Central Bank 
cease ? — That was to a certain extent due to the prevalence of com- 
munalism. I was the only Mohammadan member on the Board which 
consists of 12 directors and I found it difficult to carry on. 

38. You suggest legislation in connection with the publication and regu- 
lation of accounts of money-lenders— something like the recent legisla- 
tion ill the Punjab? — Yes. 

39. Have you considered ifae fact that all money-lenders arc not literate 
people ?— I think they are all literate enough. 

39. You don’t think they would have to maintain extra staff for keeping 
accounts ?— It might cost them something extra no doaH*-fay JA |q 
Bs. 20 per month. 
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41, You agree there are money-lenders of all sorts. The smaller 
among them may not, perhaps, afford to spend Rs. 15 to 20 
a month extra ? — I think every money-lender can spend -this extra 
R mount. In fairness to the debtor they must spend the extra stun 
and kf e|) correct accounts. In this connection I might be permitted 
to Hfiy this. I have since studied the provisions and working of the 
Ynurious Loans Act of 1918 and find that it is practically inoperative. 
At the time when the Bill was introduced, one of the reasons quoted 
by 8ir W illiam Vincent in support of the measure was that there were 
instances where the courts had to decree suits in which interest at 
45 and 50 per cent, was claimed. Even now-a days courts are decreeing 
suits in which interest at more than 50 per cent, is sometimes claimecf* 
The wording of the Act is that unless the transaction is unfair or 
brought about by undue influence, the court cannot re-open the case. 
8uch being the case it is very difficult for a debtor to produce evidence 
against money-lenders who are influential people in their own locality. 
The debtor cannot find witnesses who could depose anything, even 
if true, against the money-lender. 

42. What amcndnicnt would you suggest? — Sir William Vincent pro- 
posed three remedies — (1) fixing the rate of interest, (2) enactment of 
laws on the ha.sis of dair^du pat , Lc., interest should not exceed the 
principal, or (3) the enactment of the Usurious Loans Act. As matters 
stand at present, the Act is not applied bv the courts. So, I think 
the time has come to fix the rate of interest permissible according to 
law and which can be decreed by courts. I don't mind even if it is 
24 per cent, or 36 per cent, but some enactment is needed. The 
principle of danidupat should also apply, 

43 You are satisfied with the operation of the co-operative movement 
in the Delhi Th’ovince ? — No, not as it stands to-day. 

44 . You think it should be better supervised? — I want better supervi- 
sior* and better staff. 

45 . Do you think the staff should be more numerous or more efficient? — 
Both. It is very difficult for a sub-inspector to have a check on all the 
societies that are situated within an area of 12 to 20 miles. He wdll 
not find it possible to visit the societies frequently and check their 
accounts, etc. 

4G Then do you suggest that for a small Province like Delhi there 
should be a Ro{)arate Registrar of Co-operative Societies ? — Yes, one 
may be apiioiuted for the Provinces of Delhi and Ajmer-Merwara, The 
present Circle Registrar who has also the Punjab to look after will 
not find it possible to look after these Provinces as well. 

47 Have you not got an Assistant Registrar here ? — No, there is none 
here except one at Gurgaon. 

48. Do you advocate the creation of separate (*o-operative societies for 
Moslems ? I don’t mind whether sejiarate societies are created or not. 
All that 1 say is that those who are in need should be helped. 

40 . Lain Shn' Ram : Will you please explain your suggestion contained 
in your statement under * ^Agricultural Indebtedness"? You say: 
“Mortgages should be conditional mortgages. The duration should be 
so fixed that after that period the principal and interest together should 
be equ.nj to the probable price of land at the expiry of the period- 
allowed. If any interest and part payment has been made during the 
period it should be returned with' reasonable interest" ? — My idea is 
that if mortgage Imnks are to be started it should be done only after 
sufficient xsafe giiards have been provided for the sound working of those 
banks which will avoid litigation and other expenses. 

Mr, Muhamraad Amimuidin Malik. 
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50. Am I to understand that your idea is to safeguard the ioterett* 
of the mortgage banks or the mortgagor? — Not the mortgagor. 

61. How would you fix the time limit, supposing the rate of interest ie 
fixed at 12 per cent. ? — The period nmy be about 8 years. 

62. Supposing somebody who owns land worth Rs. lO.OtX) wants a loaji 

of say Rs. and the interest is fixed at 12 per cent., what period 

will you fix for the loan ? — The period may be fixed at S years. At 
the end of 8 years the principal and interest will be due. 

53. Won’t you charge compound interest ? — That depends upon the rate 
of interest fixed. 

54. I want you to give us a concrete instance 1 — In the Co-operative 
Department we don’t charge compound interest even if the. period is 8 
years. 

55. Have you worked out your scheme 1 The mortgage banks them- 
selves will have to borrow money at 8 per cent, or 0 per cent, interest 
and you want them to lend out at 12 per cent, simple interest? You 
have pracfTcal experience of having worked the CiiDtral Co-operative 
Bank and you know' the nature of its working. If I am not mistaken, 
at present you are alile to borrow at 0 or 7 per cent, and even then 
you are not able to show much profit in your balance sheets, in any 
case, you have not been able to put much into the reserve fund. This, 
in spite of the fact that your dealings are mostly on short term credit 
only. But in this case you can’t expect your money hack till afU*r 
8 years. How, in that case, will the mortgage banks be able to run ? — 
The mortgage I7anks can very well raise debentures for that purpose. 

5(}. Do you think it wull be possible for you to attract deposits or raise 
di*l)e!itures at 6 per cent. 1 — T am making my suggestions on the pre- 
sumption that we are able to attract long period deposits at 6 per cent. 

57. .]//•. (h'iuj : — You know' even the Government of India are taking 
loans at 6% now' ? — I think we shall be able to raise money at say G or 
6^ per cent, interest. 

58. TjCiln Bnl Kishcii : In the Punjab, the mortca;.'** 1 • ' ' 

to i-aisc loi.g term loans at cheaper rates? — You can get it from Govern- 
ment then. 

59. Then what net return do you expect for the bank ? — No compound 
inteivst i.s charged. On fixed deposits interest is paid only on tht* day 
when the amount falls due. 

60. Jjila Shri Rrtf/i ; — But on fixed deposits interest has to lie paid 
every six months ? — I don’t think so 

61. I myself have deposited money in the bank and I arn getting 
interest every half year ?— I too have done so hut I don’t get interest 
half-yearly. 

62. Then I should sympathise with you. 

63. Prof. C/iablani \ — Then do you mean to say that in the ease of this 
loan which you talk of, interest need be paid only after 8 years ? — I 
don’t say that. 

64. Lalo Shri Rom : — I want a concrete instance for the benefit of the 
Committee which w ill fully explain your view'-poirit ? — The whole idea 
underlying my suggestions is that the mortgage bank should not be 
asked to go to a court *^o get the property sold to enable the bank to 
recover its dues. 

fi5. Cannot the mortgage bank, if it so desires, go to the court to realise 
its dues, say after 18 months instead of 8 years?— No, it cannot. Th^ 
mortgage deed will not permit of that being done. 
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66. Supposing the market value of land falls ?— The bank will have to 
make ad^uatc provision for such contingencies beforehand. I have 
no objection if you reduce the period and make it say one to four 
years, if necessary. I don^t mind that. 

67. What would you suggest? — Any period may be fixed. You may fix 
it at 3 years. 

68- That is much better. You are now on safer grounds ? — I don^t want 
these mortgage banks to inin on a charity principle. It should work 
on lm.Hin«»SH linos. There are of course the co-operative societies and 
individual rnonoydenders and the borrower can choose that which he 
considerH 

69. Will you give the same facility for realising money to a private 
iTioney lender as well as to a land mortgage bank? — I don’t want any 
further firivi logos given to them. 8o far as I know, the land mortgage 
hanksi in the Punjab go to arbitration to realise their dues in cases of 
default and then to the civil court for the sale of property. 

70. The law as at present stands is more favourable to the mortgage 
bank than to the private money-lender ? — I agree. I am only talking 
about co-operative mortgage banks. 

71. Your idea is that these mortgage banks should advance money only 
to their members? — Yes. 

72. Supposing one particular member who has taken a loan fails, then 
what will happen is* property can he attached and sold. 

73. And if the sum realised is not enough to cover the loan, then ? — 
The other members in the society will suffer. 

74. Will you limit the deposits, in principle, to the paid up capital? 
Supposing the capital paid up is one lakh, then will you say that the 
deposits should not exceed that amount? — No. 

75 You will be prepared to risk the depositor’s money to any extent, 
is it ? — That is the depositor’s look out. A co-operative bank can 
accept deposits to the extent of eight times its paid up capital plus 
reserve fund. 

76. May I put it to you that when you made this suggestion about 
mortgage banks you did not bestow much thought over details ? — I have 
not gone much into details. Experts may be appointed to assess tfie 
value of the property as a basis for the banks to lend out money. 

77. It is only your pious suggestion ? — I don’t say it is a pious sugges- 
tion. All that I am particular about is to see that it should not be 
necessary for mortgage banks to go to courts to realise their dues by 
the sale of the property of their defaulting members. 

78. Will you give the same facilities to a private money-lender or 
banker ?-~No, The accounts of co-operative societies and banks are 
regularly audited and checked under Government supervision and so 
there is no possibility of any fraud being committed. This, however, 
is not the case with a private money-lender. 

29, Supposing a private hanker submitted his accounts to an auditor 
appointed by Government, then will you have any objection to give 
him the same facilities as you would give to a mortgage bank 1 — I don^t 
see any peason why it should be done, because mortgage banks will 
themselves serve the purpose well. 

80. Even at present we find that the borrower goes to a private banker 
instead of taking advantage of the cheap taiavi loans, because he finds 
it more suitable to him to go to a private money-lender. My point is, 

Mr, Mu/iammad Jmmuddin Malii, 



u 


why don't you give more facilities the borrower than him 

to the coK)perative bank ? — I cannot see what better facilities wnll be 
provided for a borrower by a private money lender than the co-opera- 
tive bank. 

81. Are we out to kill the individual banker or are we out to hel}) the 
borrower ? — Of course, we are to help the borrower. 

82. I will give you a concrete example. Supposing 1 want to purchase 
sugar, I go to the hazaar and find out the price and I naturally 

TO that nuin who sells it the cheapest. But if there be no competition m 
the market and there is only one merchant dealing in sugar then I 
w ill have to accept his |)rice because there is no other merehant to go 
to. Similarly, if there was a co-operative bank and a private money- 
lender both enjoying the same privileges and facilities, then don’t you 
think there will be more competition ? — I agree, b\it in the case of the 
co-operative bank, the man gets something in return in the long run. 

S3. Prof. : In .vhat way except perhaps a lower rate of 

interest ? — That is a good thing by itself. 

84. Lola Shri Rooi : — You say many of the societies in the Delhi Pro- 
vince limit themselves to their iwn community , if I may say so. And 
then you mention certain advantages that would accrue if these societies 
were not limited to the same community. How do you think it will be 
possible for a certain community to take as meinberH persoiis 
from wliom there i.s no possibility of realising money ? — They should 
not take such men as members. We don't want to force them. 

85. Then how' would you achieve your objeeft— The Registrar of Co- 
operative Societies could enforce it, 

86. You have a grievance against the.se petty societies that they do not 
have more members. What means w’ould you suggest to attain that 
object ? — If there were more than one society in a village, they should 
all be araalgamnted. 

87. Am I to understand that you are against the principle of unlimited 
liability in these co-operative societies? — Yes. 

88. Then you advocate that co-operative societies should be worked on 
the principle of limited liability?- Yes. If a member wants to take 
a loan he will have to produce two other members as sureties and all 
the three should be responsible for the loan. 

89. L. Shri Ram \ — The only object of having an arbitration and reali- 
sation by easy means is that power could be given to the Central Co- 
operative Bank or any lender, if the whole trouble, aa you auggest, is 
that the whole basis of the Central Co-operative Bank that they can 
realise their debts in a much easier way than an ordinary banker ? — 
And along with this, the profits are not distributed, some of which 
have to be kept in reserve. 

90. What is the lowest rate of interest which is charged by these institu- 
tions from their members in the Punjab? — In Delhi it is Rs. 9/6/0 per 
cent, per annum, the lowest, from the members, and that is only for 
the season. Interest will be charged for the days the money is used 
by the members, 

91. Not for the season ? — No. 

92. But if the same facilities were given to private blinkers for realisa- 
tion ? — The idea of cc operation is to build up a reserve of their own 
for the |iurpofios of bringing down the rate of interest. 

93. And the result has been that the lowest rate is Es. 9/6/0 per cent, 
per annum but if the same facilities were given to a private banker, 
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don’t you think that he would be satisfied with a much lower rate than 
Rr. 0 GM) per cent, per annum in every case ? — But there is n lot of 
di /Terence I'jctween a money-lender and a co-operative society. The 
?iJoney-lendcr, whatever he does, does it for his own benefit, while in 
the case of a co-operative society, we have simply to look to the 
intercHis of the i>orr<>v, * r 

94, But if the borrower can borrow money at a cheaper rate and if the 
same facilities w^ere given to a private banker as those available to a 
co-opr rative society in respect of recoveries, why should you object to 
it ? — But how could it be. 

95. That will be a (piestion of practical politics. Supposing we fix the 
rate at 9 per cent, per annum and get his (private banker’s) accounts 
audited by an auditor api>ointed by the Government, will you give him 
the same facilities as those afforded to the Central Co-operative 
Bank ?— To-day that rate is Rs. 9/6/0 per cent, per annum, but after 
2 years it will go down to 8 per cent, or 7 per cent, or 6 per cent., and 
in time it will l»e practically nif, or say, 4 per cent. That rate of 
9 per cent, should not stand for all time; that can be changed from 
time to time. 

96. Will you also iinsist upon the money-lender sharing the same liabili- 
ties as the co-operative societic^s ?- There is no question of liabilities at 
all. Rates and liabilities go together. Insistence of Government 
auditing is a liability ; in-sistence of keeping accounts in a proper form 

* i.s a liability, and insistence that he should be satisfied with a reasonable 
rate of interest, and that he must have a reserve fund, etc. 

97. Why should you have a reserve fund at all ? — If the Government 
gives facilities to co-operative societies, it is not giving more 
facilities ftu’ individual benefit. 

98. There is no qinvstion of individual benefit at all. The sole condi- 
tion of this reserve fund is to bring the rate of interest down for the 
benefit of the poor, and if the private banker advances money at the 
same low rate of interest at which the co-operative societies advance, 
and, let me put it, if he gives the same terms to the borrower as a 
central cooperative society itself, veil! you give him the same facilities 
or not ? — I don’t, unless the banker [>uts a certain amount in a separate 
reserve fund. 

99. What for ?—Just to n'duce the rate of interest. 

100. But he will advance money at me same rate of interest at which 
the eo-operative society does ; that is one of your conditions ? — So far 
as the borrower is concerned, when he is on exactly the same basis 
as when he borrow’s from the co-operative society why should he be 
not given the same facilities. 

101. L. /lal Kishen : The whole of his property is his reserve fund? — 
Not reserved for others’ benefit, but for his own benefit. 

102. L, : You have not again been able to tell us how you 

would force these societies to take persons as membei*s w hom they don’t 
want ?--! have no means to sugge.st. 

103. You say under paragraph 11 “the margin of profit is very low 
especially in urban societies. They borrow at 9 per cent, and lend to 
members at 9| [ler cent, to 12^ per cent. No collateral security is taken 
from the debtors The debtor borro ws from the money-lender and 
pledges all his property with him thus leaving nothing or little for the 
society's loan”. What is it that you have in mind there? — There must 
be some reasonable margin between the borrowing rate and the lending; 
rate so that they may accumulate their reserve. 

Afr\ Myhamfnad Aminuddin Malik. 
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104. In onf? plac'e you have suggested that the rate may go up to 15 
per cent. The position is that borrowing is at 9 per cent, and lending 
at 12^ per cent., and you are prepared to increase it to 16 per c'ent., 
and with all the facilities for the realisation of money you would have 
no objection if the rate was increased to 15 per cent, or even higher t — 
If the accounts are kept properly, I have no objection. 

105. Do co-operative societies keep accounts properly ? — In certain 
cases all the members are ilHferate. They want some paid hand to 
keep their accounts. 

106. And for that purpose you suggest that for three villages there 
should be one secretary vvhc should also bo an accountant ? In any 
three typical villages how many soi'ieties are there ? — In three typical 
villages there might be at present not more than six societies. 

107. But there are as nniny as nine. So that there is a possibility that 
this accountant may have to deal wuth 20 societies, and you think that 
one accountant will be able to keep accounts of 20 firms l -They have 
no dealings daily. 

108. But they do borrowing and lending? — Not daily. 

109. And 3'Ou also want the amounts to be kept in English? — No, in 
vernacular. 

no. If they ar(‘ kept in Hindi, you have no objection ?- -No. 

111. What do you think should be the pay of this clerk who will b©. 

engaged to keep the accounts of 20 societies? lis. 20 or Bs. 30; he will 

have to wojk under the s0])erviHion of a sub-inspector or inspector of 
the Co-operative Dejiartment. 

112. I think your ideas about wages are very low indeed. I doubt very 
mu h if a Hindi accountant can be had for Bs. 75 even who has to keep 
the accounts of 20 firms? 

112. {(j) L. B(tl K ishen : Experience in the Punjab has shown that they 
have proved a great hinderance. 

113. L. Sln i Hdin : Cost is the main thing ? — I think Bh. 30 will be 
quite sufficient. 

11 4. WTiat do you think will be the hapahilities of these' persons who 
shall have to go from village to village perhaps eviuy day? — The vil- 
lages will not V)e v< ry far off. 

115. Will this man, who shall have Jto run about three villages, be a 
good accountant If there is a member of the society to do this busi- 
ness, there is no need to engage an accountant. 

116. But at present the members are illiterate ? — I am not against the 
wishes of the members, if there are members in the societies who can 
look after the accounts. 

117. You say that it should be the duty of these inspectors to create a 
habit of thrift. On page 4 of your memorandum in the l^t paragraph 
you say, ^ ^People are greatly indebted and loans are sanctioned to them 
in very small amounts and not at the right time too. In order to save 
them from the clutehes of the money-lender® big amounts be advanced 
to a society composed of a big number of members who should pledge 
and mortgage their property as a collateral security^'. The co-operative 
societies I understands cannot take this sort of security? — They can, 
but generally they don’t. 

119. Do you thinW the rate of interest goes up or goes down according 
to the amount of money available ? — Yes. 
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120. You were manager of the Delhi Co-operative Central Bank. 
You got more money from the Delhi City ? — Yes, from Delhi City. 

121. You remitted that money to places outside Delhi 1 — Yes. 

122. Were you working in the interests of the Delhi people in that 
<*a«e ? — The money which we got from depositors was that money which 
co**uld not he lent to individual members. 

123. It was the money from Delhi and it was sent outside Delhi. Did 
not that go against the interests of the Delhi persons ? — It could not 
have heen otherwis(‘. For example, there was the money of the District 
Board ; it could not he utilized for Delhi ; it helped the poor somewhere 
else. 

124. You have made some complaints about the Mohammadan societies 
in Delhi, and of course most of these eoinplaints are against the Depart- 
ment with which I am not concerned. Will you tell me what steps you 
took when you were manager from the beginning and up to very 
recently? — I could not take any steps. 

125. You being a Mohammadan, were elected entirely by Hindus. As 
a matter of fact when you were first appointed as Secretary, it was By 
a majority of the votes of Hindus. You had no grievance against the 
Hindus. Lat<‘r on yon alway.s had a majority of Hindus on your 
Board 1— In those days the non-Hinda element was sufficient. 

126. How many Hindus were there? — Practically equal in the beginning. 

127. What do you mean /—The number of Hindus and non-Hindus was 
equal. 

12B. No, the number of Hindus w'as more than the number of Moham- 
imuhins ? Jt was |>ractically equal. In the first year the total number 
of the members of the managing committee was 10, out of which five 
were Hindus, 4 Mohammadans and 1 Christian. 

12^ I am not asking about Christians, bull al)Out Hindus and Mohani- 
rnadans. Christians are neither Hindus nor Mohammedans. 1 do not 
think Mr. Cray would ever (‘are to l)ecome a Hindu or a Mohammadan? 

— The subsequent elections eliminated the Mohammedans. 

130. The fact renu.ins that there’ were 5 Hindus and 4 Mohammedans. 

>So far as yon are t^ersonally concerned you had no complaint against 
the li Indus No. 

131. You suggested the names of accountants and others who were also 
Mohammedans and w ei e not objected to Later on they wore objected 
to and they had to resign. 

132. T a Dircctoi’ foi’ a long time on your Board aTuI whenever 
you suggested any person to lx* taken on your staff from a chaprasi to 
an accountant, he was always a Mohammedan and w^as never objected 
to? — VcH, but there was no ol>jecliou. 

133. My (|uestion is that so long as I <‘an remember, whenever you 
wanted a imunber on your staff, you always put up the name of a 
Moluimmadaii and he was never olijected to ? - No, but there were 
Hindus alsc. 

13!. Nn: that 1 can remember of May be, after you. 

135. That may be so. How inan\’ societies have you got in which there 
is a majority of Mohammadans and how many in which there is a 
majority of Hindus in villages?—! think the number of Mohammadan 
societies will not be more than 40. 

236. And how^ many scK?ieties are Hindu 'societies ?— The Hindus’ 
aocieties are about 200. 

3/r. Muhammad Aminuddin Malik, 



137, Prof, Chablani: The total nuiiiber of societies is 234 1 — Yow may 
eubtract the number of Mohammadan societieB, 

13S, L, Shri Pam : — These are mainly in the villages I — In the city al»d, 

139. I think there are only two or three Mohammadan societies in the 
city ? — I do not know the exact iiuinber of societies, 

140. Roughly ?“There are about 20 or 30 societies in the city. 

141. About 200 societies are village societies? — Yes. 

142. What is the population basis of Hindus and Mohaniinadan.s in 
rural areas ? — I am taking the whole Province. 

143. 1 am asking you a question and you will have to give a reply to 
that — Jn rural areas the Hindu ))opuiati(’n is 1,54,000 and the Mohain- 
niadan population 27,000. 

144. The Hindus are six times as many as Mohanunadans 1— Yes. 

145. And the proportion of the societies is very nearly on the same 
basis ? — Yes. 

146. 8o, you have no grievance at all ? — But there is no expansion of 
Mohammadan societies. 

147. As c'onditious exist at present, you cannot raise an objection? — 
I am taking the Province as a whole, not dividing urban and rural 
areas. 

146. The majority of the societies are in the rural areas and you have 
no grievance against the number of societies? — 1 have a grievance as to 
the way in which they are looked after. 

149. 1 am asking about the number of societies ?—No grievance in that 
respect. 

130. What arc the deposits of the Central Co-operative Bank in Delhi ? — 
That could be ascertained from the balance sheet. The last balance 
sheet gi\es the amount of deposits as Ks. 12,54,000. 

151. How much of these deposits is from the Hindus and how much from 
the Mohammadans ? — This year I have not calculated. 

152. Last year i — Sometime in 1925-26 I had calculated, and they were 
practically equal, leaving aside the deposits of the District Boards and 
Mu iiivipalities. 

153. I do not want figures of Municipalities and District Boards. You 
are not sure even about 1925 and 1926; I would like to know what the 
oldest figures are ! — I cannot give these figures. 

164. lou could send these figures? — You may ask the Secretary. 

155 When you were in financial difficulties, do you remember that a 
Hindu gentleman in Delhi offered 50a a large sum of money on very 
generous terms ? — Yes. 

156. Did any Mohammadan gentleman offer if not on such generous 
terms, a little less I — One Mohammadan gentleman gave a largo amount 
free of interest. 

157. That docti not concern us, because Mohammadans do not take 
interest. Possibly he considered our society to be safe. Bo we cannot 
say whether his object w *8 the safety of his own money or to benefit 
us In times of difficulty we approached him and got the amount free 
of interest. 

158. He w ould have charged us interest if he could f — Yes. 



169. You were taying Bomething about some grievances. Will you let 
u« know what those grievances are against the socieites ? — So long as 
there was a Mohammadan circle sub-registrar, the majority — rather, 
practically all except 10 or 12 — were organised in his days. After him 
fo*- thi' last five year^i only ten societies have been organised and they 
are not looked afU^r very well, with the result that they are going down 
an i closiiig down one by one. 

160. That com])laint is not because a particular person happens to be a 
Hindu or a Mohammadan, but because that very person is ineflScient 
No, but if ihcjo is a Mohammadan sub-inspector or inspector, he will 
pay more visits to Mohammadan societies than a Hindu, because social 
habits will compel him. 

101. Chuirtmio ■ Therefore a Christian should be appointed, so that he 
may look after both Hindu and Mohammadan societies, or you want 
Hindu inspectors for Hindu societies and Mohammadan inspectors for 
Mohammadan societies? — There should be Hindu and Mohammadan 
inspectors, and after two or three years their circles should be changed 
in the interests of both the communities. 

162. L. Shii : If the population is 1 /7th and 6/7ths how can you 

expect the Government to appoint half the number Hindus and half 
Mohammadans ? Would the Government be justified ? — I have sug- 
gested it as a solution. 

103. How' many inspectors have so far been appointed, changed and 
transferred ? — There are two Inspectors in all and they have all been 
fi 'mdus. 

164. Ha:^ any ^Mohammadan sub inspector or inspector been dismissed 
fo} grave charge.s against him ? — 1 do not know. 

165. 1 understand two had to bt^ disnii6se<i. W(‘re they, or were they 
not ? 

166. Chinnnat; \ It might raise the discussion to a high level. L. Bal 
Kishen belongs to that Department and I would ask you kindly to leave 
this out. 

167. Prof, r>i : I would like to dispose of this last point first. 

Are you aware that three Muslim sub-inspectors were transferred for 
inefficiency and two of them had to submit their resignations? — I know 
of only one. 

168. Are you aw^are that out of 35 urban societies 11 societies contain 
a majority of Muslim members ? — I am not aware. 

160. AVe you aware that in addition to these 11 societies there were 
two other Mohammadan societies which have been liquidated ? — I dr 
not know. 

170. Are you aware that there are 28 societies in rural areas in which 
the Mohammadan members predominate ? — May be. 

171. Are you aw^are that from the point of view of recovery the societies 
are the lowest? — I have no personal knowledge. 

172. In how many villages in the mofussil areas are Mohammadans in 
the majority ? — In the Kutab area. 

173. la how many villages out of the total ? — I do not know. 

174. Let me pass on to your interesting picture of the urban credit 
conditions. From w'hat you tell us, I find that the rates of interest 
in the urban areas are higher than in the rural areas ? — have no 
knowledge of the rural areas. 

Mj\ Muhammad Ayninuddin Mdlih. 
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175. You say therein that the ratea are 150 per cent, to 300 per cent, 
’^ese are certainly unconscionable rates? — Yes, in the city these rates 
arc charf^ed. 

176. Obvioush' then whatever deposits may be available for investm^t 
in the city\ there is urgent work for them in the urban areas in view 
of the fact that the prevailing rates of interest are as high as 150 
cent. If the conditic-ns are so bad, then according to the proverb 
‘'charity begins at hoine’\ whatever money is available for investment 
in the urban arras should i»e used there in order to lower this high 
rate of interest, ns any diversion of capital from such urban to rural 
areas is undesirable as it would tend to raise the rate of interest still 
higher up ? — Yes. 

177. If this is the state of affairs, there is no justiftcation for diverting 
the deposits available in Delhi to financing people outside the Delhi 
Province / — I also want that more co operative societies be started in 
Delhi. 

178. It may be co operative societies, it may be joint stock banlc, it 
may be any thing; my point is this, that it these conditions actually 
exist in the city area, there is no justification whatever for diverting 
Delhi savings to areas other than Delhi province ? — Yes. 

179. 1 pass on to th(‘ rate.s of inU*rest which you mention. You have 
just now’ said that you have no personal knowledge of the rural l ondi- 
tions: so that whiit you have said is Viased absolutely on hearsay ? — 
I have said whatever came to my knowledge. 

ISO. That m.iy be based on isolated cases, but you have no general 
ac quaintance as to what the actual rates of interest arc ( — I have no 
personal (‘xperience, but what 1 have stated is based upon law suits. 

181. Will you give me a list of the law suils showing the in tnaliy 
rrah^td rates of interest ? I do not know. 

182. I now ])a8s on to your suggestions about some kind of regulation 
of mom‘y-ienclcTs’ accounts. You use the words “evei’y niom‘y*Iender’ \ 
Will you include agriculturist money lenders also? — Yes. 

183. Will you include persons who do inone\ lending oc'c*asionallv ? 
Yes 

184. r^veti widcovs who oceasionally advance loans on the pawning of 
ornaments ? — Yes. 

185. "Will you in(‘linle tradc'rs who give eredil on comnioditieR ?— Mo; he 
keeps his hahi lhald. 

18C. Do you know that it is the general practice among the hnsiness 
community to give eomniodities on credit and charge a small rate of 
interest after a short while ? — Yes, I think bo 

1S7 8o that e*'ery rcdail trader will come under the imrview^ of your 
regulat-ion ? — Yes. 

188. Are you aware that the money-lender does a considerable amount 
of retail dealings ? He gives commodities on credit, and supplies all the 
necessaries of life in the village? — Yes 

189. Is he generally a small man or a big man in the village?— Much 
better than many. 

190 . Is he a man who pays income-tax t— Most of them do not pay 
income-tax. 

191. Do they keep an accountant? — ^No. 
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192. What is the general work of the village money lender ? — I cannot 
say. 

193. According to you he rauRt give a receipt for ever^' pie received 
iri every case ? — 

194. Will the expenaea of the business not go up — They may go up a 
little. 

195. Why do you want that in the case of even literate horrow’ers there 
whould In? tliis system ? — Because the money lender has got his account 
books. 

I9U. ibit in <h( money lender cla.ns you hav-e no\v included all sorts of 
p< raons ?— Only those who lend money on interest. 

197, Even the trader who gives conunodit ies on credit t barges interest 
on the amount outstanding? — Yes. 

198. What 1 want to know is that in the case of literate borrowers who 
kngw siifiicient arithmetic to understand simple calcualtion^ why do 
you wa!it any kind of rc strictiorib on the lender ?— My experience is 
that repayments are made towards the loan, but the honower is not 
given e red it- 

2(K). You mean to suggest the borrower is generally an honest man 
and the creditor is generally dishonest ^ — But there arc cases which 
necessitate . . , 

201. Blit the majority of the business ('r;mmiuuty functic*n on the basis 
of trust and hon(‘Stv. It is only in very oof-ptional eases that dis- 
honesty may V)e pra(‘tised ?— Yes. 

202. You will a|)i)lv this n’gulation t(> nn*al a., well as to urban areas? — 
Y(‘s. 

209. Are y<iu awar(‘ that the majority of the l)onowers in this ])roviiK.'e 
are urban and mil r nral ? Then* are both. 

201 , 1 sa\' that since tin' niajoriiy of tlu' population is urban, the 
niaMuaty of (he bmaaov eis must also hr url)<in Yes. 

2i Do yon sintgesl an\ tl)ing to piaUeet the honest ci’oditor in matters 
of reeovfM'N ’— His remedy is in the courts. 

200. Yon kn6w as a lawyer how long it takes to i-eeover money 
(speeiailv in mortgage suits and execution pioeoedings? — It takes a 
long tinna 

207. You have in‘ 0 |)osed nothing to protect the honest eieditor in these 
matters. Should he rud have facilities oC recovery and more speedy 
remedy in the law courts ?— There is no possible remedy. 

208. You have given it up then as a hopeless job? — Yes. 

209. Are you awaie that there is the insolvency law which is generally 
believed to have made it easier for a man to declare himself insol- 
vent ? — Yes. 

210. If you were to put these restrictions on businessmen, yon would 
be restricting the number of people who lend money, do business on 
credit, because tome at least of these persons would not be able to 
conform to these regulations 1~~They will put their money in the banks. 

211. Are ^'Ou aware that as a matter of fact the village money-lender 
is diverting part of his capital to the city now^ ?— I am not aware, 

212. Would you not deprecate a state of affairs under which the capital 
of the village areas came to be invested iu the urban areas, because 
there will then be scarcity of capital in the villages I - Yes, 

J/r. SI li/tammad Aminuddin Malik. ^ 
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5J13. I paes on to what you say about the cc operative movemoiit of 
which you have so much experience. During your time as secretary 
y’ou were unable to utilise all that you had got in the Central BauK 
from various sources as deposits in financing affiliated societies? — 
Because more societies could not be formed. 

214. You actually could not iitilise the deposits in financing the 
affiliated societies 1 — Yes, 

215. In 1920 3011 asked for the special permission of the Registrar to 
firianci- societies in Balabgarh and Palwal Tohsils of (Surgaon ? — Yes. 

210 , Will you kindly look at the balance sheet of your Central Bank 
dated 31 st August 1927 ? The loans of the Central Bank to Delhi co- 
operative societies amount to about H lakhs, and on the other aide 
>ou find tho investments in Government securities to (he extent of 
Hs. cash balance Rs. 70.00) rdd : loans toother Cential Banks 

Rs. V7,734; loans ic outside eo-operative unions Rs. 5H,376. The total 
of t.hese outside investments conies to about Rs. 4.34,(KH), which means 
that l/3rd of its total working capital was not utilised for the Delhi 
co-o|)crativo societies /—But investment in Gvernment securities was 
necessary. 

217. It may be necessary for your safety, but my question is that out 
of the total worknnr (‘apital clearly l/3rd was not utilised in financing 
Inlhi cooperative societies, for financing which the Central Bank was 
crcal('d I — Yes. 

21 s. Von find that from 1921 this tendcricy had been growing up steadi- 
ly /—Yes. 

219. Let ns pa^-s on to the balance sliced dated 31st August 1928. The 
loans to CO operative societies of De'lhi amounted Rs. 7,S9,K25. On the 
other side Government ProinisKor\' notc.s, loans to other central lianks 
and < o-(>|)erative unions, fixed de|K)sits with tlie Punjab l*rovincial 
Bank', ail amount to Rs, 1,50,211, Lc., 30'4 per cent of the working 
capital. If you add cash balance to it, it makes a total of Rs. 1,98,409 
wide}] iiH ans 3:c5 pci- ( ent. »)f the tidal / — Ye.?. 

220 . If YOU tun* now to the \ear 1929, once again on the same basis, 
I</a»ib to CO operative .socic'ties amount to Hh. 9,70,2119, (atsh balances, 
Govc'inTnenL promissen v notes, deposits with and Ioann to outside co- 
opera ' 10 banks, uiiions, c*tc., togedher amount to Rs. 3,88,139; which 
means more than 28 1 iier cent, of the total w'oiking ca|>ital. And 
vet urban conditions of credit called during these very ^ears for the 
full utilisation of these funds in the city ! — But that was necessary for 
U 8 to do. 

'221. Blit so far as the credit conditions of Delhi urban areas arc con- 
cerned because of prevailing rates of interest, there was ample room 
for utilising the money? — Yes, but more co ojierative societies w'ere not 
organised by the Co-operative Department, 

222. Whatever co open’.tive societies were organised, you could not lend 
to them more than what you actually did advance? — Yes. 

223. I pass on to your deposits as shown in the same t>tUanc6 sheets. 
If you take the total of 1929- fortunately there I find that the 
Registrar’s report mentions for this year some details which are not 
Yontained in the balance fheet — you will find that 29 per cent, of the 
total deposits came from local bodies? — Yes. 

224. The total deposits from members Were only Rs. 66,000, which 
means only 5*6 per cent^^of the total deposits ?— Yes. 
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*26. If you add the local bodies, official institutions and minors, the 
total comes to 42'2 per cent, of the total deposits f— Yes. 

220. your ability to attract deposits from members is to the extent 
of only 5*6 per cent, of the total ? — Yes. 

227. Will you turn now to the total depcsiis of 11)28 again ? The 
deposits of members in societies was only Rb. 1,70,945, which means 
14 ;: per cent, of the total. That means that 85*8 per cent, came from 
ontxidc, i.t'., from non-raeml>erK ? — Yes. 

22S. Jf you take the total deposits of 1927, you find that the members, 
societies and Central Hanks contributed towards this item altogether 
only Rs. 1,59,972, while non-members deposited as much as Rs. 9,72,291 ? 
cs. 

229. One other fact emerges from this scniliny. The proportion of 
members' deposits has actually declined in 1929? As compared to 1928. 

230. Also the aggregate has declined 1 — Yes. 

231. Now 1 turn to your urban societies. In the case of urban societies 
the total deposit for 1929 was Rs. 60,000 of which Rs. 57,000 represent 
th(‘ mcinbers’ deposits as is mentioned in the Registrar’s report ? — I 
have not got that copy. 

232. Are the deposits in primary societies in rural atea.s negligible or 
substantial ? — Negligible, 

233. The bulk of the money in the central bank represents urban 
savings rather than rural ! — Yes, 

2 : 14 . To what do you think was your power to attract deposits due ? — 
Unlimited liability. 

235. Lot me put t/O you all the possibilities before you give mo yo\ir 
opinion ns to which of these was the major cause of deposits. Was it 
due to the fad that the public believed that your primary societies 
were workiiig soundly, although the members were all illiterate ? Was 
it duo to inherent soundness of primary societies because the public 
thought that those to whom these societies gave money had sound 
security to offer ! VV as it due to the control of the Registrar and his 
start’ / dr v\ a8 it due to tlie general feeliiig that (ioveriiment was 
behind the movement. Which of these was the major factor ^ — The 
belief that it was being backed by Government. 

230. And your success was partly duo also in the fact that you offered 
higher rates of interest on deposits than any joint stock bank? — fn the 
beginning only. 

237. You were (>ff( ring higher rates of interest on deposits, though part 
of the money attracted ny deposits could not be utilised in Delhi? — 
Yc». But we could not help it, 

238. Yes, you actually recpiested the Registrar to give you permission 
to lend to Balabgarh, etc., in Gurgaon. In other words, though you 
c()ul(l not utilise the money in fmanciag Delhi itself, you were still 
offering higher rates of interest for some time ?— That was our request 
to the Registrar. 

239. My point is that vou were offering high rates by taking deposits 
from the investing public here anArnot being able to utilise it in the 
Delhi Province ? — There is some misunderstanding about it. The 
majority of our deposits belong to Dmtrici Boards and Municipal Com- 
mittees. These could not be invested in this way, but in banks. 

Mr, Ahthammati Aminuddin ifdltk. 



S 46 . Why did you offer then a higher rate of interest We thought 
tlmt these deposits were practically permanent. At that time we 
offered 7 per cent., but now we have lowered these rates after two 
years to 5 per cent 

241. I have taken you to your balance sheets year by year. Altogether 
it is quite plain that though some part, and a considerable one, of 
the money you could not utilise in financing Delhi co operative socie- 
ties. you were still having more deposits at higher rates ? — Yes. 

51*2. Let me come now to your own capital. A\Tiat is the usual margin 
between the l)orrow ing rate and the lending rate of the Central Rank t — 
Between 2 and 3 per cent. 

243. And yet your dividends have never been higher than 9 per cent, 1 — 
Because the expenses are very high, and according to th»" bye-laws we 
cannot distribuic more than 9 per cent. 

244. Sometimes you have been payii»g lower dividends ? — Only last 
rear. 

245 In the first year you did not |)ay anything? — Because the Bank 
had just started and we could not make any profit. 

246. Since 1920 there have been years in which you have been paying 
lower dividend ? — In one year we could not pay any dividend. 

247. /v. >7/// //fz/a : Eight per cent, one year and nothing for some 
years ? — ^ cs, b per cent, in one y<»ar in the beginning. 

248. Prof. Phnblani: Will you kindly turn to the balance sh('ct for 
1928-29. Yon find that you transferred to the geiural les^ rvc JuikI 
only lis. 3,950 as the annual addition to your reserve, which works out 
to a percentage of 28 on the working capital of 14 lakhs ? — Yes. 

249. Ii. 1927 you transferred only I(s 2.800 to the reserve fund, which 
works out at a percentage of 21 on the working capital ? — Yes. 

260. In 1926-27 you have transferred only Bs. 2,260, which works out 
at a percentage of 18 per cent, on the working capital of 12 lakhs. 
8o there have been very small annual additiors to the reserve ? — That 
ia fixed at 26 per cent, of the total profit. 

251. Will you please look at your total general reserv^e up to the 3l8t 
August 1929? It is only Hs. 14,600, which means only 1-4 per cent, 
of the total liabilities amounting to 14 lakhs. On the 31st August 1928 
your total general reserve is only Rs. 10,550 which means less than 
'8 per cent .'-"Yes. 

252. On the 31st August 1927 your general reserve was Rs. 7,750 which 
menn^ 0 pci- tent, of Ihe total liability anumnting to 12 lakhs? — Yes. 

253. So, considering the period from 1921 to 1929, still your tota.1 
reserve as compared to vour liabilities has been siruil] all through? 
Yes. 

254. Let me take your cost of management. In the balance sheet of the 
3l8t August 1923, the cost of management is put down at Rs. 1,716 
against the assets which amounted Rs. 4,41,00t}, out of which loans 
to societicH amounted to Rs, 4,13,346? — Yes. 

255. Will you turn over to the year 1928? Your cost of management 
is put down at Rs. 7,884, ind your assets were Rs. 12 lakhs odd, of 
which Rs. 8,42,056 were loans to societies which means that in these 
specified six years the expenses have increased six times, while the 
business in loans advanced increased by only 100 per cent, f— Yes. 



22 


250. Now leaving aside the Central Bank, let me take up the general 
movement. Are you acquainted generally with the movement of co- 
operation apart from the busiuesg of the Central Bank in Delhi Yes, 
1 think, I am. 

257. What is the margin of difference between the borrowing rate of 
the r.'entrai Bank at Ofie end and the lending rate to the members of 
societieiH jit the other end ^—Between 5 to 7 per cent, at the one end and 
12j per cent, at the other end. 

i:‘58. Which means a ijiargin of 6j to 7 per cent. I 'i'hat has decreased 
only last year. 

250. It is generally bctwc^en per cent, and 7 per cent. ? Yes. 

200- In 1023 the loans amounted to 4 lakhs to the society; in 1928 about 
8 lakhs, leaking the avauage as 6 lakhs, a margin of 7 per cent, would 
give you Us. 42,(>00 as profit. Ih^tween .six vears it ought to be 
Bs. 2,52,f?<i0 .'--YeH. 

261. Apart from these 8 lakhs, there were some investments in (iovern- 
iiKMit sei-m itii'S, which also gave you J pe* cent. profit ? — In the 
later days the income from siaurities was practically erjual to the inte- 
rest p/iid or a little less. 

202. On tlie whole you don't expect anv profit has been jmid on that ? — 
No. 

26^1 ]{m. 2,52,(K)0 ought to be somewhere ?- They are in the societies 
Ihenistdves. 

204. 1 have taken only 6 years into conHideration. The movement was 
slartt'd in 1019 and [ am entitled to assume that about 3 lakhs or so 
ought to have been secured as profit on this account and that this 
amount ought to be shown somewhere in the reserve. But your central 
reserve show s only Hs. 14,0(X) ? — Yes. 

205. Do you know what the Reserve Fund of the societies is ? — I don't 
know the figuno 

266. Do you think it will be more than that of the Central Co-operative 
Bank’s ?~-lt must he so. 

267. Double ? — I think more than double. 

268. How is this society’s reserve invested ? — In the societies them- 
selves* 

269. The co-operative movement aims at lowering the rates of interests I 
— Yes, amotigst its members. 

270. If a nieinher was borrow ing at 18 per cent, from an outside money- 
lender and if the society lends him at 12 per cent., then the 6 per cent, 
interest is a distinct saving to him? — But he spends it away in cere- 
monies like marriage, etc. 

271. Have vou not been able to control this to any appreciable extent I — 
No. 

272. Has the c‘ 0 -operative movement really low^ered the real rata of 
interest in the vicinity. I mean the actually realised rate? — I don’t 
think 60 * 

273. Has the movement been able to reduce the total borrowings of th# 
individual members ? — I can’t say. 

274. Could you give us aggregate figures for liquidated societies ? — I 
have no records. 

275. Do you think one of the aims of the co-operative movement ia 
mutual help and mutual controH — ^Yes. 

i/r. A/u/iarzimar/ A minuddin Malii. 
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276* Has it succeeded so far mutual control is cont^erned t — I donH 

:|ihmk 80. 

277- Are there any means available to the Co-operative Central Bank 
to control the use of the money which the societies borrow from it ? — 
Iso. 

278. You don’t deterniirn' the I i 1 In the beginnnig we used to 

do so but now the Department does it. ^ 

2Tf>. The Co-operative Central Bank does not know the purjiose for 
Mhieh the loan is advaneed / — Nuthiii^^ exwpt what is stated in tlie 
application for loan. 

280. Have y(‘u any hand in determining the haisiyat of the members 1 
-It is* the duty of the (’entrni Hank, imt in prai^tiee it is not th>ne. 

2'']. lias tin' peremrtaye of arrears of ontstanding loans inereased o»‘ 
<l(‘t reasr (] during the last 5 years ? That is a inatC'r for Hie Dt*partment 
to say. 1 don't know. 

28i3. Hut surely the arrears of the societii's imisl have increased/ Yes. 
during the last 2 yt'ars theit' have he«‘n substantial arrears on account 
of famine. 

283. Are you aware of iustaiurs where individual uiemhers of co-opera- 
tive societies have borrowed from the innhajn ns 1 — I huv(‘ no personal 
kiunvledgc. 

284. But have you heard of instanc(‘s? Yes. 

285. Has tht' char.aitei' of tin* Ijorvover impro\(dC- l hiive no personal 
k!!oy ledge. 

2 SG. Can you Ull iju‘ anything uhout the effect of the Punjab Land 
Alienation Act on* the security available to you ? No eases have come 
to my knowledge. 

287 . What is your imfiressiori generally. Is extension of credit or re- 
striction of credit lOipiired in Delhi ? — We rec|uire more credit facili- 
ties in this ProviiK'*. 

288. And you believe that anything done to rcstiict credit will he an 
obstacle to the extension of credit facilities? — Y'(‘s. 

289. How' do you j)ropose to attract rural savings to make credit cheaj) 
in rural area.s ? — There is no capital or .savings in rural areas. 

2.90. Then you think the urban areas have gott to satisfy put only their 
own needs hut also the capital need.s of rural arcuis ? — Y^^. 

291. Considering the whole of India and the small ness of its urban area 
don’t you think it means that there is scarcity of capital in the country 
as a w'hole ? — Yes. 

292. You w^ere telling ur something about the mortgfige law. If mort- 
gage laws could he simplified, do you think the rate of interest would 
go dow n ? — Yes. 

293. You also think that the insolvency law by making it easy to declare 
insolvency tends to keep up the rate of interest? — Yes, that is more 
favourable to the debtor. 

294. Don’t you think all these factors will have to be taken into consi- 
deration in determining the real rat^ of interest? -Yes. 

295. Do you, therefore, thinkj that the rates of interest will ordinarily 
go down if these caufles are removed ?— I think so 

296. You agree that the aim of the co-operative movement is to put a 
<;heck upon borrowing for unproductive purposes and to lower the rate 
of interest? — Yes. 



24 


207. Supposing a joint 8toc*k mortgage bank of limited liability ia 
organised with those ends in view, would you give it the same facilities 
for realisation of its dvjes as you would to the co-operative mortgage 
bank I— Yes. 

298. If more joint stock banks come into existence don^t you think 
interest rate will naturally be lowered? — Yes. 

299. After all the ultimate thing will be that the land which stands as 
security in a mortgage bank will have to lie auctioned in cases of 
default, of failure to repay, on the part of the mortgagor? — Yes. 

:i00. Do you think that a mortgage l»ank in an area in which the Punjab 
Land Alienation Act is in force can easily auction leases for the un- 
expirfd portion of 20 years, the statuiory period for which land can be 
mortgaged / I think [leople w ill come forward to take leases. 

301, If a joint stfick mortgage hank is started and if it lends on the 
security of hind, in th<* case of defaulting clients, it w ill have either to 
manage the land itself or sell its lease by public auction ? — I won^t 
advocate the starting of joint stock banks in rural areas. 

002. So far as the co-operative mortgage hank is concerned you will be 
improving matters by doing away with the Land Alienation Act so that 
debentures could he issued on the security of the land ? — Yes. 

003. You say that one credit society should he started in each village 
with a large number of inemhers. Don't you think the larger the num- 
fier of inernhers, the less possibility there is of mutual control 1 — We 
have to look to the conditions at present, whether small societies are 
working satisfactorily or not, 

004. My first point is, if the number of members is large, the mutual 
control is less? — Yea, that is so. 

305. Secondly you suggest that the members' property should he mort- 
gaged with the co-ofierative societies? — Yes. 

306. Is it not against the principle of the co-operative movement to em- 
phasise property rather than character and mutual help and control ? — 
Yea, but we must bear in mind our special conditions. 

300. In spite of special privileges that the co-operative movement en- 
you agree it has not made much headway. Then why are you 
against a joint otock hank? — The profits of a co-operative bank are 
all absorbed in the society or the bank itself. 

307. But so long as individual property exists and the state has not 
committed itself to the establishment of a co-operative commonwealth 
there is no justification for making any concessions in favour of the 
cto-operative movement if it lends on the security of property only ? — 
No, I don’t agr(‘e. 

308. Because you believe in a co-operative commonwealth? — Yes. 

309. Do you agree that in the urban areas in Delhi especially the co- 
eperativr' movement has not done anything to improve the condition 
of the pool* classes I — Yes. 

310. And do you agree that the movement should be extended that way t 
—Yes. 

311. Taking the Delhi Province as a whole, and considering the fact 
that in this province there are more urlmn than rural borrowers who 
are in needy circumstances the co-operative movement should be pro 
perly extended more to urban than to rural areas? — Yes. 

Mr, Aminueifiin MaUi, 



312. Then you talk about tho Ulemm' influeuee regarding the princi- 
ple of accepting interest. How do you propose to get rid of this influ- 
ence ?““That will go away by and by. 

313. Regarding Mohammadan co-operative societies are their many 
non-official Moslem workers trying to pi'omote co-operative movement I 
—No. 

311. Did yon rnnkc nny efforts to sturl nny Mr.^lirn ive 

societies here ? — I could not find time to do so. 

315. Have you tome across any instant e where the efforts of non officials 
in thi' crtsUion of more Muslim societies or hanks have heeu received 
with hostility by the Co-operative Department .'- No, f have not. 

316. J/r. f\ h\ (innj : The (’hairman askt tl you in oonneclion with the 

regulation ol aet^oimis vvln'ther llu‘ moinylenders are all sufficiently 
literate to keej) their own accounts. Arc you agrt'eable to their accounts 
being maintained in the eharaeter I — I havt' no oljjection. The 

courts should he satisfied with the aceonnf.s maintained hy these money- 
lenders. 

317. I ask you this b(Hanse it had been the l»om‘ of contention in the 
Punjab Act. You say that th«* mouey-lender should issue a receipt for 
every pie received ? — Yes, in some cases they arc evading doing so. 

318. Surely a receipt may be demanded under the present law. Would 
you repay a loan in part or in full without obtaining receipts ? — 
There are illiterate dei)tors who are persuaded not to accept a receipt 
by the moneylender on the pretext (hat the latter will credit the for- 
mer’s account duly. 

310. Can they not demand a receipt ?—The money-lenders pretend that 
they will make the necessary entries in the hnJti k/iata. The influenca 
which the creditfu has over the debtor is so much that the latter has 
perforce to go away without a receipt. 

320. But the law insists on a receipt being given and moreover there is 
the stamp duty as well ordaining on all to give a stamped receipt for 
sums over Rs. AV— But these money-lenders /^vade the law by not main- 
taining proper receipt books. 

321. Don’t you consider that education is a far more potent factor in 
these matters than legislation ?-~But education will take at least 50 to 
100 years to change the mentality of people. 

322. In what way do you think that the enactment of a law is going to 
do w^onderful things in these matters 1 Ignorance is the thing that we 
must get rid of, is it not?— Yes. 

323. You say that investment habit has been a very slow growth in 
India. 1 have noticed a suggestion in the papers that to encourage 
investment habit ‘'gold certificate.s” might be issued. This struck me 
as a good thing. The idea is this- you pay in so many rupees or gold 
ornaments equivalent and take a gold certificate and at the 
end of a specified period say 1 to 5 years the amoupi is re- 
paid in ac'tual gold or in rupees whichever suits you, with interest. 
Say 8 grains of gold and receive 10 after 5 years. Do you agree to 
this suggestion of Government adopting such a procedure ?— I have no 
objection. Anything that will encourage thrift will be suitable. 

22^1. Will it not be a good thing to prevent ornaments and other valu- 
ables being buried ?— I agree that it is a good suggestion. 

325. Bat tSnJtib Kanwar Motilal: What sort of relations exist between 
the Imperial Bank and the Co-operative Bank?— They are on good terms 
with each other. 
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326. I am enquiring about business relations? — As regards business, 
I may nay that if the Central Bank wishes to remit any money outside, 
the Imperial Bank does this business for the Central' Ban^ at par. 

327. And what about the refations between the Co operative Bank and 
the Imperial Bank ? — The Co operative Bank has got overdraft account 
With the Inqa rial Bank and draws against securities deposited with the 
latter. 

32S. hnhi Hal : How old is the cooperative movement in Delhi] 

- It was started in 1911). 

329. Whfui was ihf Central Bank formctl ? In 1921. 

330. And you w^tc tla- i)i r ector of tire Barik { l oni the Iti-ginning up 
till recently h- Yes. 

331. And you were its Honor-ary Seeretary till la'l Tt-ai- ] Ye-. 

332. 7'h(‘ I)ir(‘etors are elected at the annual gt-ner-al meetings of the 
Bank? Yes. 

333. And at the general meeting the r(‘j>re- ( rjtativ<-.s u lio altenii are 
niostly Hindus? — Yes. 

334. So, all this time you have been (-leclt-d hy a Hi ml a majority of the 
< o op(‘ rat i ve soci ety rep rese n tat i ves ? — Y es. 

335. Do you knov^ who was tin- Circle K(‘gi.'>ti ar heir in tin- i..< ginning 
f)f the co-oocrahv e movement .^- I tliink he uns Atta Ullah Khan. 

330. And lie ninained as such till when ? — I think till !\V)Out 192; or 
1925. 

337. Du you know in how many Hocietites the hyc laws irnpo.se a restric- 
tion that the meinhorship should he n‘stri{ ted to oj'e commu n it v -I 
think none of Hh-ui Iium* any ra st i ietions c>f the kind. 

33S. The soeicticb can elect anyhody tiny l.ke as member’ — Yes. 

339. You suggest that as a remedy for improving soc-ieties amalgama- 
tion should he tried. Do you know, that amalgnma t imi i^' going on I — I 
tlou’t know, 

340. You Buggest very strongly the formation of co-operative mortgage 
banks / — Yes, with a view^ to making nieinbei*s independent. 

341. Do you kirow' that a meeting was lield between Itegistrar of 
Co-operative Societies in the Punjab and the Chief ( oiiHni>SK>m n and 
they decided that the movement was not strong enough heue to have 
cooperative i»;origage hanks - I don’t know of that. 

342. You advocate that the general rule of the co-operative movement 
should he limited liability for all kind.s of societies? — Y"es. 

343. You “know that in the rural agricultural co-operative credit 
societies the paid up capital is very nominal in the beginning ? — Y"es. 

344. And they pay up shares in small instalments in a long period of 
10 years ? - Y"es. 

345. Oi^ nrhat basis will the Central Bank advance to such primary 
societies with small paid-up cajpital ? — When conditions change and 
when limited liability is decided upon the Central Bank ought to be 
able to advance money on a certain principle, 

346. How will you Hx this principle ? You will advance up to the value 
of shares subscribed ? — Yes. 

347. Do you think that the Central Bank will be safe if it advances 
money up to this amount to such societies when it does not know the 
position of members ? — That is the look-out of the Central Bank. They 

Mr, Muhammad Aminttddin Malika 
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should appoint sub-comiiiitt^ea in different parts of the Province and it 
should be ineuiiibent on tliese Bub-eonunuiet s to make the proper rec'om- 
mendatiori 40 the Central Bank. 

^^48. You were saying that when there were Mohnmmadan Assistant 
Registrars they were forming more Mohionmadan eo-operative soeieties 
than the population demanded I — But these people were tiansferied 
after their term ^^as oxer. Ci> to this time we have got about 4^^ 
Mohammadan societies out of which IM 80 cietit‘s we*'e starU'd irt the 
beginning and only ;il>ont lU soeietit's have ln'en loi.-^a d uiuioK the last 
5 or 6 years. This is very slow growth. 1 want something to be done 
to remedy this state of affairs. 

340. Would not propagarula by non-oOicials achieve it ? - I don't think 
so. 

350. Do you know how inucli annnint tin* Central Bank had to write off 

from the debt duo from societie.*^ as bad debts / — I don’t remember. 
There is of course a certain amount. # 

351. ( 'onsiclci'i ng this you will agree that the progress of tlie movement 
should be very cautious . That is ru) reason why the uiovement should 
not spread in the vilhigi's. 

352. Do you know how many co-operative societies have lieen started 
in the city during tlie last three years /—h might be about It). I don’t 
know. 

353. What is tiie 1 . umber at present --1 don’t know the exact number 
but they are very few. 

354. You have adx'ocated inereased inembershij) in eo-operalive soeieties. 
Have you any idea whetliei' the inemher>hip is going up or not / I havi' 
no idea. 

355. \ (m ha\ (* .said "tin* society preftos to eonfim' its d»‘a]ings amongst 
its own inemlierH in order to take advantage of the arbitration provi- 
sions in ease of disputes". Do you advocate that the eo-operativo 
societies should deal with non-meinber.s also like joint stock banks ? — 
I don’t advocate that. 

366. What do you really mean by saying that?- 1 was orily dealing in 
a general maimer. 1 have said thar n answe*’ to question 41. 

357. Then yo4i advocate that they should deal w ith f>uhli<* as well ? — 
No, I want them to remain money-lending institutions only. 

358. Your exi)erience is that the t)ercentage of recoveries is coming down 
in the Central Bank ?—Yes. 

369. And still you recommend more money should he advanced. You 
say: ‘hSufHcimt money is not advanced t v needy persons at the right 
time. This compels the members to go again to the money-lenders” I—* 
This in my opinion is due to the fact that co-operative societies do not 
take the property of the debtors in mortgage. 

r 

360. You think things will be bettered if you take property Lp mort- 
gage? —Yes. ^ 

361. Then if the debtor has not the will to repay, you will have to go 
to court ? — Yes. 

362. Do you, therefore, advocate that societies should lend only on the 
security of property — In this case the debtor will not fail to repay. 
If there are two kinds of creditors, one having a charge on the property 
and the other not, the debtor will naturally try to pay up the man who 
has a charge on his property. 



363. Then do you mean to »ay that the members are not loyal to tho 
co-operative societi^ f — If they arc freed from the hands of the money- 
lenders then they will lie loyal to the society. 

364. About non-agricultural credit and indebtedness, you say that very 
heavy int<?rest rates are charged, that suits are filed in which interest 
was charged at 160 per cent, and that they have been decreed by courts. 
Have you got any particular instances in view. Can you give us more 
particulars including names, etc., of such cases, if possible? — I have no 
objection to do so provided the Committee will treat it as confidential. 

365. Vrof, Chahlani : We will treat it as confidential ? — If it will not go 
to the press 1 can give you the names. Here is a promissory note in 
which the creditor is a respectable and educated Bengalee gentleman 
and which has been decreed l)y the court. (liniifL’i jtromiasory notes to 
( *hni rw On). 

366. But was the decreed amount realised 1 can’t say that but th« 
amount was decreed. 

(7'he u'itnrs^ wit hd t ew.) 


Mr, Af xihamniad Aminuddin Malik. 
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Rs^lltt to the qiiostionnsln. 

.'107. Urban communities that deserve particular attention may i)e dis- 
eusHcd under two classes: — (1) poor elaHses, (2) middle class. 

Poor classes: — Khntiks, chainars^ l’unthan<^ kah(tr;s, wage earners, 
sweepers, factory workers. One thing common to all is that they are 
all heavily indt^bted. The econoaiie co! clitions of the different elasses 
of i)eople do not differ at all with the locality in which they live. I 
have therefore S(‘lected Mohalin huh, Jiazar Silarant^ which is neither 
too big nor too .small, arid which fairly re|) resents the conditions ot 
some of th<* poorer communities of Delhi. The total population is 
about 4,(XK) and eonsistM of khaftk^, rhfunara^ kahara and kainhars. 

A7a// //.S'. There are about 200 families, and most “Of them sell 
vegetables and dry fruits. Some of Uiem own their own shops, but a 
large majority consists of those who are engaged by others or who sell 
in the streets. The average income of those who own their own shops 
is generally Be. 1 (per day () The bigger shop keepers earn even Rb. 2 
to Rs. 3 per day. The rest however get about as. ft to as, 12 nor day. This 
amount is just sufficient to meet their daily expenses. Thus in times 
of need they have to borrow. Generally they borrow from the 
inahajan. The nutJwjan lends money, gen(’rally for short period hti, 
halUanna per rupee per month, tr., 37^ per cent, per annum. In many 
cases the rate of interest goes up to 3 pice or 4 pice per rupee, depend- 
ing upon the nature of the requirements of the borrower and also upon 
hi| personal standing. The average indebtedness is Rs. 200; for an 
orainary family, about 95 per cent, of whom are in debt. Some of 
tMm borrow to meet their temporary requirements of business and the 
amount is generally repaid as soon as they are in a |M>sition to do so..^ 
But in many eases they borrow for other purposes also, marriage 
oel^rations, death ceremonies and other emergency requirements). 
Such loans are aeldom repaid. 



36S. The McJHt system is very unsatisfactiry, the mahajan generally 
chnngea the paper, ^^cldipg the interest to the principal after two or 
three 3 ^ear« and thus he realK^ charges compouna interest at a rate of 
not less than 37 J per cent. The borrower cannot refuse to change the 
paper ns he k threatened with a law' suit and thus the amount of debt 
gocB on rapidly inereaRing. About 30 years back about 00 per cent, 
of the borrow'crs ow/ud their own houses, bin today ihere are hardly 
1 o such persons. What happened was that loans were given on the 
security of the housco. They wen: on 'lecumulating rapidly and| in 
course of time borrowers had to sell their houses to the mahajan^, 
Ihe mahajan seldom asks for his money, la cause he know^s that the 
longer the money remains outfitandmg ilie grrater ar:^ the advantages 
he is likely to derive. The high of iiitcrcst .severely checks bc/rrow'- 
for busiiiesH also. In fa<‘t ofdy those iiersons borrow for business 
\vho Hia' absolutely eei tain of inofits. or wlm possess absolutely nothing. 

369. At I) resent they are mainly suffering liecause their earnings are 
not suff\(‘iebt to meet their expenses. But there is eousideraVile scope 
for increasing their income even in the luisiness of vegetable" and dry 
fruits if they can get moruyv to do (he bnsinesH. The present arrange- 
ment is very niisatisfaetorv, and a bettei* one is badi\ needed. The 
most suitable remedy ik midoubtedly m ojx lation. Tlie eomrminity 
is on the w'hok; pretty intelligent and aie e.menable tc* reasrm. 'I'hey 
can grasp the priiieipIcR of co operation if pvojier propaganda is 
started and its advantages are made clear. In fact some of them re- 
sort to private institutions wlio arlvame Iojidb a))]>aTent ly on very 
cheap l(‘rms. Their r<’tpnreinen 1 s are largely for business, if })ro])er 
fmaneial lie!}) is fortlieoming their income would increaK^ which would 
help tlnun in clearing off old debts nl.'^o. 

370. ~ Thi'Vt' nrr about 100 fanii(i*‘s, all in debt. 3’h(‘ir 
a\e)*age ineoine is about as. s. They ai’e th<‘ most dejiressed class ol 
pt'Ople and v<‘ry ft'W lead an hoio-4 and st I’a ight foi'ward life. The 
maho 'infi is geneially afraid of making enlvanee' lo ilvin, and ( oum.^ 
(pumtly they borrow from tite Kabuli money brnders. These Pathans 
not only eliarge an mvorbitant rate of inter(‘"t {as. g tn as. 3 )>er rupee 
per montli) but tin* methods uhieli (hey em|)loy in getting baik their 
money ari' need eiand and tortuous aiuj legislation is needed to put a 
stop to thmi. Tlie Kuglish missionaries ure another source of help 
to them. I^vam they })roceed very eautiously as ihv. community is very 
dishonest. 

371. What is needed is not merely cheap credit, but also education in 
the list* of available credit, (icueral education ou the one hand and 

-co-operation on the other, would together rnise the status of this clasB. 
The development should however be slow and cautious. 

372. Kahnra and Kutnhars . — There are about 200 families and like 
other poor communities, they are all in debt, the average debt being 
Rs, 200 . They are not as dishonest as the rhamars and belong to a 
•lightly higher social status. They borrow generally for special pur- 
poses, such as marriage, death, etc. The bania maimjun is generally 
the person who gives advances to them. Co-operation again would be 
a great source of help to them. 

373 The luiddle class in Delhi con si sits very largely of clerks in Govern- 
ment and private service. They either borrow among themselveg o/ 
from other private money-lenders. They borrow ionly on sp^al 
occasions,; e. < 7 .,^ marriage, child-birth or other impottant ceremony; 
•omotin^es they bormw even to build or buy a house. TJhe outstanding 
amounts, however, are not very considerable, as they are educated and 
hifve a feeling of self-respect. 

Mr, Radhika ’Xaraitu 
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374. 49 . The main local industries of the Province are, in- 

dustry, 2. Iron industry, 3. (Jold and silver thread, 4. Ijcather a\ich tan- 
ning, 5. Bisciiils, 6. Soap, 7. Pottery, fe. Cap inaking (Shahdara), "and 
9. Flourmills, Of th^se the cotton mill* are the most important The 
textile, iron, and cap making industries are on a pretty high scale and 
their rcquironenls are both for short periods and long periods. The 
short perif#d requirements are generally bu' meeting other necessary ex- 
penses, and therefore the period for which money is required is not 
very short. Iheii total demands are very considc ralde, but it is not 
possible to give any statistical informatum. The »cst of tlu‘ industries 
aT*e small scale industries and their financial rcquii (uaeuts are generally 
for very short periods though money is needed both at the producing 
and fJiarketiMg wstagev 

375. The requirements of the bigger industries arc at prescuit met almost 
entirely hy advances from the managing agents, or from the owners 
themselves, in case of unlimited concerns, while ni case of the Binaller 
ones the sfi/mkar or the inoncylcnd<‘r comes t(» their Indp. The con- 
ditions and the rates of interest on such loans have already been dis- 
cus.sed in my note on indigenous hanking. L. Shankar Lai, Secretary, 
Fa('tory Owners A.ssociation, iji his i/itcrview (copy of wdiich is 
attached herewith) has made it quite clear that th<‘ present arrange 
merit i« very unsatisfactory, as the banks do not rcnd( r any assistance. 

376. The exchange banks exist only to finance th<' foreign trade of the 
country and are, therefore, out of question. The Imperial Bank adopts 
a very rigid policy, par t ly hccause the rules are rigid and strict, (r 

it; can make advances only on jiossession of stock), hut mainly liccauso 
the supei ior staff is <mtire)y Anglo-Indian, wlio hav«‘ no real sympathy 
with the industrialists. They regard themselves as merely executive 
officers, and far from being an.xious are seldom willing to satisfy the 
ms'ds of the nativt; industries. As regards the joint stock banks, in 
th'Mi' present |>osition, they cammt safely take up tin husimsH of 
finaiicing the ijifiustrie^. At jo'esent their capital is mostly invest-" 
in the finam’iiig of what is popularly known as the khatti huHiness. 
Tie natine* of the Imsiiies.s deserves particular attvuition. Tfu', corn 
niodity (grain or cation) i.s stored and the hanks get possession of it. 
Tle-v' ad\aM(t‘ alxmt 60 to so per cent, of the estjinat<*(l value of the 
pro*luec. The merchant (say A) retains owm'rship einJ his produce 
to, say, B (only on jiiquM’). The purchasiT pays only al)ont 1 /5th of 
the total price, while the rest is to be paid when he actually gets the 
commodity. He (H) in turn now sells the commodity to a third person 
on exactly the same terms, and so on. On the other hand, the mer* 
chant (A) purchases a number of similar stores {khnffisi) from the 
money he gets from the banks. The entire transactions are on paper 
only. If the price of the produce goes down even slightly, the merchant 
(A) suffers a huge loss not merely on his own produce, but also on 
the IhattiH that he has purchased on paper. This khatti business 
thus automatically leads to speculation and in many cases utterly ruins.# 
the merchant or the trader engaged in it. The banks seldom suffer 
as they have possession of nroduce. This is a very undesirable staW 
of affairs as it does not render any help to industry or trade. In fact 
this kind of speculation has been continually increasing along with 
tljp growth of joint stock banking. The position of the indigenous 
bankers has already fc *ea discussed and it is clear that they cannot 
undcf the exiting pnditions render any help either to industry or to 
trsde^ ' H 

377. There are now only two alteisiativeg. Either a new industrial . 
bank should be op««ed or the present ImperiarBank shonld be asked 
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to meet the needs of industrial con<«rris. The former alternative is 
undoubtedly the better. The objections generally advanced against 
it 4 ire: — 

<4 

1. It is useless and unprofitable to multiply institutions financed 

by Government. 

2. It shall have little business to do as the necessary security will 

not be forthcoming. 

For a long time to come no industrial bank can afford to 
satisfy the permanent, or even the long period business re- 
quirements, and if the permanent requirements are not 
met, proper industrial development will not take y)lace 
and the new institution would mean only m unn^'eoo^;\ry 
expenditure. 

ti78. As already pointed out, none of these objections apply in our Pro- 
vince, for the total requirements an; very cousiclerable, uhile peima- 
neiit funds for the factories and mills can easily be raised in public. 
On the other hand, the Imperial Bank as at present constituted cannot 
safely make advances to industrial concerns, P'urther, money is scarce 
only in the l)usy season and th<ui the Imperial Bank rate of interest on 
loans is very high which, instead of helping the industry, acts as a 
kind of drawliack and discourages borrowings. A purely industrial 
bank shall be free from this defect. The industrial bank shall be a 
great souren* of help to the large number of small industries that can- 
not safely be neglected and are now badly suffering from w^ant of 
financial help. 

4 > 71 ^. 51. The Co-operative l)e|>artn)ent has np till now completely neg- 
lected the urban areas, where 1 fetd there is more scope for its expan- 
sion and rapid jirogress than in the rural areas. Tin* urban population 
is more inbdligent, inoi*e educated and more in contact with modern 
developments. For example in the khattk community it can ogress 
very rapidly. Again, co-ojieration has w ide scope in the middle classes, 
(’o-operative dairies, co-operative stores for the supply of necessaries 
of life, eo'operati\'(' credit societies especially to advance loans for 
building or buying houses, the money to be repaid in monthly instal 
rnent.s, should immediately be started. I'nrtlier. < <> (>i)erat ive stores 
should be started in schools and colleges. The beginning should be 
made with books and stationery, but the ultimate aim should be to 
sufjply everything to the student. 

*iHO. I would strongly urge the Co operative Department to take up 
urban areas very seriously and at once. The salvation of India lies 
only in ilie co-operative organization of her j)eople. 

381. The sysiem of Indigenous banking exist.*? in India from time imme- 
morial. I^eaving aside the remote past, with which we are not con- 
cerned Jiere, the functions and practices of sueli bankers had practically 
remained unaltered till the growth of the joint stock banking in India, 
which really dates from the last decade of the 19th century. 

382. Indigenous bankers may be divided into two broad classes. In the 

first we include all those whose primary function is direct money-lend- 
ing, mostly on personal security of the borrower. They are pdpullffply 
knowm as mahajan, sahukar or hanifi. In the agrioulturid areas they 
are still the most important and in many cases, the Only of 

financial help to the villagers. The system and functions of this class 
have not undergone any great cha^^, and in most respects they resem- 
ble ^eir forefathers of several centuries ago. It is true that in scMOie 

Mr. IfaraPf. 
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villages through the influence of western culture the ancient system 
is slowly changing, on the whole, the change is insignificant. 

383. In the second class we include those whose primary function i» 
to deal in hun/fu. Of course no clear, and well defined line of demar- 
cation can be drawn between the two and most of the functions are 
overlapping, but the field of action of each is ^nerally quite distinct. 
The former are found mostly in villages, their operations in towns 
being limited to the poorer classes. The latter live mainly in towns 
and other centres of trade and deal largely with the business commu 
nity. They are popularly known os shroffft. 

3B4 In this note 1 shall deal only with the latter class and wo»d 
“indigenous banker^ would mean a nthroff. 

llSb, 67, 69 8Uid 67-68. During the last 20 years the position of indi- 
genous bankers has undergone a complete change. Before this he was 
the most dominating figure in the V^usiness community, w'hile to-dav he 
is thrown in the background and has l>een replaced by joint stock banks 
He w’as then the central figure in trade and industry. Every business 
transaction both within the city and in the neighbouring fftavdis passed 
through his hands. There was no other institution to give any kind 
of monetary help to the business community. The Delhi branch of the 
Bengal Bank did some rediscounting business, but the total value of 
bills rediscounted was hardly 2 per cent, of the total volume of business 
financed by the city liankers. 

The necessary financial assisUxnce was given through the infttru- 
ineni of hufidis, or internal hills of ('xchnnge. The system of draw- 
ing huiidiA has been in vogue from very remote times. A hundi it 
perhaps the oldest surviving form of a credit instrument. 

387. //uiidifi are of two kinds, flamhatn (demand drafts) atui injiddii, 
sometimes called Tnii/adi, i.r., bills payable after fixed period men- 
tioned in the huridt) and reckoned from the date of drawing. Mudati 
hundii^ or usance bills included both genuine trade bills and pttra 
finance liills. These may he drawn for any amount acx^ording to the 
requirenumts of the |)arties concerned, hut generally they were of a 
fixed value of Ks. 2,500 or Rs. 1,500 and were always readily saleable 
in the money market. The period of their duration varies from 30 
to 90 days. 

388. Damhaiii ftundis are to be paid on presentation and are saleable 
in the market. These are written to finance trade, though in soma 
eases they are pure finance bills and satisfy monetary requirements for 
very short periods. 

389. Almost all the monetary requirements of the city were met by the 

indigenous bankers on the security of these two kinds of hunditt. 
Practically all the grain merchants of Khari Baoli, the gur raerchanta, 
the iron merchants, the timber merchants, the in fact all the 

merchants used to finance their business in this way. In many cases 
goods were sent directly from the mundi to the export port, but their 
financing was done through Delhi, r.g,, in case of cotton the produce 
was sent directly from Hathras, Palwal, Kosi, Karnal and other 
mandi%y but the financing was done by the Delhi banker. Thus w€ 
find that in the moving of crops also they played a very important 
part. It should be noticed that the use of usance hundit was very 
extensive and money was advanced on the security of the most desir- 
able kind of paper. 

390. iTie #ate of discounting hundin depended upon (a) the credit of the 
<lrawil|||,^fe);tKe conditions of the money market. Consequently there 

VOT.lv, f. : 
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werff wide seasonal fluctuations. Ordinarily mudati hundis were dis- 
counted at a rate of as. 4 to as. 0 per cent. This included the com* 
inishion of artia, to whom it was sent for collection, and the remit- 
tance charges also. The (*omTnis8ioii charged on darshani hundis was 
generally Re. I per H*-. 1,(KX). 

391. 56 , 62 . The functions of the indigenous bankers were many but 
the roost important was undoubtedly the hundi business. They gene- 
rally transacted the following kinds of business: — 

(1) Purchase, sale and discounting of hundis. 

(2) Accepting deposits, both on the current accounts and for 

fixed periocis. The volume of deposits on current account 
was g(‘neraliy very conH!deral)Ie, as banking facilities of 
the modern type did not then exist. Fixed deposits were 
generally for 2 months. The rate of interest paid to de- 
f)Ositors varied arrording to the market conditions and the 
p«*rsonal credit of the depositor had ranged between as. 4 
to as. 8 p<‘r cent, jier month. 

(3) I^neashing (‘hecjues and notes. The commi.ssion charged on 

such business was generally as. 2 per cent. 

( t) Keeping valuables in safe custody. 

(5) Advancing loan.s agaiinst {(f) promissory note.s, (h) moilgage 
tff lancb'd propf^rty, (r) mortgage of other kinds of pro- 
fierty, c.r/., gold and silver ornaments, (d) stock in trade. 
(On the whole the use of [>ri>-notes was much less than at 
lh<* pr(‘Hent time). The rate of interest cn loans on i>ro- 
nolcs varied from 7.^ to 0 per ccni, per annum. 

(0) To give advances on railway receipts. 

About 20 years hack there* were about 200 indigenous liankers in 
the city of Delhi. Of these there were hardly 50 who lived entirely on 
their banking business. Along with the lianking business they gen- 
erally carri(*(l on some trade, trade in bullion, iron, cloth, etc. 

Landed property was another source of their income. 

302. 68. The major portion of the capital (»f the indigenous bankers 
was their own. Deposits from individuals supplied, generally speak- 
ing, al>oiit l/5th of their working capital. They could also get credit 
advatoees in the form of rediscounts from the Bank of Bengal up to a 
fixed limit (this limit was fixed in the case of every banker according 
to his hait^iyai). In the busy season about 20 per cent, of their work- 
ing capital was supplied by the Bengal Bank. Quite a large number 
of them worked like accepting houses. They were bankers of great 
standing and credit in the market. Their business waa to purchase all 
sorts of hutidiH at a rather high rate of discount and after endorsing 
it to sell them to other shroff a at a slightly lower rate. 

393. Two things are quite evident. Firstly^ the indigenous bankers 
rendered magnificent servic'es in the financing of internal trade and 
industry, though it is practically impossible to give any statistical 
information. Secondly, the money market was very well organised. 
There was a continuous gradation from the big bankers who enjoyed 
very wide reputation even outside the Province to the accepting houses, 
to the smallest banker who combined most of the functions mentioped 
above. Temporary business requirements were met on the security of 
a negotiable kind of paper. 

394. To-day the position is altogether changed. An indigenoDA^nker^ 
in the real sense of the term, no longer exists. There'are har^y 30 ta 

Af t\ jRadhika Nnratn, 



40 firms (including partnerships) who do any banking husineBii at ali* 
and even with them it is only their side busineKs. They are really 
jocnhaiits and money-lenders doing some hmuH business now and then, 

395. The deposit business has been entirely captured by the banks, who 
coniinand more confidence. Besides the joint stock banks, deposits 
attracted by the exchange banks, the Imperial Bank, Post Office Ca«h 
Certificates, loans floated by the Government and public bodies, shares 
of limited companies, have seriously aflected the resources and 
capacity of the indigenous bankers. 

396. As regards the huvdi business, it is in the first place considerably 
reduced. In spite of a vast increase in the total volume of trade, the 
circulation of huruih is hardly 25 per cent, of what it was before. 
Usance hr/n/ffA have, in fa(‘t, altogether disappeared and have been re* 
placcii by a system of direct bornovings by giving one anna stamp 
receipt, popularly knowui as dastavr: Tliese loans are generally ad- 
vanced <-n the personal security (»f the borrower, though Iniidccl pro 
perty, gold and .silver ornainentg and other kinds of property arc also 
taken as security in sonic cases. The rate of interest charged varies 
from lo per cent, according to the market conditions and the credit 
of the borrower. The increase in the stamp duty On usance bills from 
6 pies ti» one anna is also largely resiionsiblo for this change. 

3f‘7 Sei ondly, new methods of making remittance have Jbeen ^intro- 
duced. The existing remittance facilities be.sides handitf are:- 

(<f) Bank drafts and cheques -the system of remittance by chenpui 
is very cheap and is largely replacing ftundis. 

Uf) Direct bank transfers when the bank has its own branch in 
the collecting tnandu. This is very important as the 
Imperial Bank bos opened branches in almost every wmtie 
of trade. The Railway Receipt is sent through the Bank 
which collects the moiJc> and sends it back at a very low 
cost. In fact till very recently the Imperial Bank did not 
charge anything for remittance up to Rs. 5,000 — from limsi 
who have their current accounts with the bank. 

(r) Postal niooey orders are used only to a very simill extent. 

398. It is to be noted that in the huiuli business the joint stock banks 
do not directly compete with the indigenous bankers as it is some- 
times stated. With the exception of the Central Bank of India no 
other joint stock bank in Delhi does any hundi business at all and 
this hank too deals only with the nkroffa. The Imperial Bank is nob 
authorised to directly purchase huudin in the market, hut can only 
rediscount them. 

399. It is only indirectly by cutting off their sources of working capital 
and substituting other and cheaper means of reinittances that the 
eornoetition of the hanks ha.s affected the position of the indigenous 
banker. 

Rut the policy imrsued by the Imperial Bank is the most import- 
ant cause of this change. As already said, the Bengal Bank had 
granted certain facilities to approved hankers in the form of redis- 
counts, there being a fixed maximum limit in each case. The Imperial 
Bank has considerably reduced these financial facilities. Not only 
that. The high rate of discount of the Imperial Bank seriously affects 
the use <A htindis. bir Basil P. Blackett, former Finance Member to 
the Govermuent of India, complained of want of genuine hundin^ but 
he forgot that oi^ main reason for that was lack of proper rediscount 
facilities. The Imperial Bank cannot rediscount below 0 per cent., 
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whiJo generally the rate is *7 per cent, and above. The high rate of 
discount serioualy hampers the growth of trade bills. Further, it has 
drawn a line of distinction between the indigenous bankers and the 
joint stock banks. To the latter it has granted certain remittance 
and hnancial facilities. It is prepared to advance large sums to them 
whenever they require and charges only half-anna per cent, for remit- 
tance, while from the public (including indigenous bankers) it chargee 
one anna per cent. Iii fact it treats the indigenous bankers like ordi- 
nary individuals. 

401. The present state of affairs cannot be regarded as satisfactory. The 
//axtavez on which loans are made is not a negotiable instrument. 
Thus in the busy season there is no scope for expansion of currency. 
Those who advance loans can do so only to the extent to which they 
have surplus fund. This surplus money with individual moneylenderi 
cannot meet even a small percentage of the total requirements. The 
proper method is to advance money on the security of a kind of paper 
which can bo circulated in the market. The indigenous banker would 
then get it rediscounted at the Central Bank of the country which 
should be authorised to give loans to unlimited amounts on the 
security of internal bills of trade. Unless the use of hundis is en- 
couraged, the money market cannot be organised, and needs of the 
market cannot be fully satisfied. 

402. 75. The abolition of stamp duty on hundia is sure to increase consi- 
derably their use. The recent example of the abolition of stamp duty 
on cheques is a sufficient proof. But an extensive use of trade hills is 
practically inipos.sihle unless the indigenous banker stands between the 
Imperial Bank and the joint stock banks on the one hand, and the indi- 
vidual traders and business men on the other. No joint stock bank can 
afford to know' each and every business man and therefore cannot deal 
in hnrulis unless they are properly countersigned by some well known 
indigenous banker who is prepared to deal on behalf of his clients. 
Tn no part of India is if possible to extend banking facilities of the 
modern type to meet all the requirements of the place. The reasons 
why no other machinery can supersede the indigenous bankers are:-— 

1. The indigenous banker is in very close touch with his client 
and has a personal knowledge of all his affairs. He has, 
therefore easy and simple means of dealing wdth him w’ith 
or without security of any kind. 

S. They deal in a manner in which the Indian public is 
accustomed for hundreds of years, while some of the methods 
and formalities of modern system of joint stock banking are 
quite npvel to them. 

3 The indigenous banker can deal in small amounts, on elastic 
terms of payment and without lengthy formalities. 

4. Very often the indigenous banker takes a personal interest 
in the business of his clients. 

403. 79. Thus every effort should be made to strengthen the position of 
the indigenous banker. 

404. In the first place they should be recognised by the Government in 
order to. command more credit in the money market. In return these 
bankers should open their accounts with the Imperial Bai^ 

405. Secondly, adequate financial facilities should be propde^ for them, 
since their difficulties are in a large measure due to lack wf funda^ hM 
already explained, their resources have been dried wtp. lie In^rial 
Bank or the New Beserve Bank, as recommended by the Hilton Yoanar 
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Commission, should be willing fco rediscount up to any limitt 

if endorsed by recognined bankers of standing. At present even the 
joint stock banlcs are tinwilling to rediscount their humUs, and they 
seem to have a prejudice against the indigenous bankers, being their 
competitors to a great extent 

3^6. The Imperial Bank, on the other hand, should not be allowed to 
have any direct dealings with individuals. The situation will be con- 
siderably improved if a new Reserve Bank functioning as a purely 
bankers^ bank and Oovernment's bank is openeil on the lines recom- 
mended by the Hilton Young CommisHion. The reasons are apparent. 
The Imperial Bank enjoys many privileges. It keeps Government 
balances free of interest. Municipalities, trusts and other public bodies 
also keep their funds in it. It also attracts large volumes of deposits 
from individuals as it is regarded as a aerni-ofhcial bank. Its competi- 
tion with other banks and bankers is, therefore quite unfair. 

407. Further, w'hen the bankers are properly recognised, they should be 
treated by the Central Bank in the same way as other joint stock banks, 
i,e.y the same facilities and privileges should be extended to them. 

tOS. In many .small places the Imperial Bank has no branch of its owti. 
The (ioverninent is continually transferring the railway and Post Office 
receipts fiom these small places to l)igger places. This state of affairs 
is very undeniralile and can be easily remedied by utilizing the indi- 
genous iianker. He may lie given part of these (Government balances 
free interest in proportion to the work he may do, while in return 
certain restrictions might be imposed on him, e.g.^ he should be com- 
pelled to k(‘ep a certain amount of minimum balance with the Imperial 
Bank. This niiiiimum is not to be a fixed sum, but should vary accord- 
ing to the standing and volume of business of the banker. In other 
words, he would act as an agent of tho Imperial Bank. 

( bic other (Jiuse of tin* decrease in tln^ business of indigimous 
bankers is the loas of confidence in them due to a large number of in- 
sol veniies during the last 15 years. Some of these were the result of 
wild .s[)e(Mi!ation during the War. Good many of tlu’so indigenous 
bankers thmi speculaUnl largidy in bullion and sovereigns and many 
were utterly ruined. After the war quite a large iiumhor of dishonest 
bankers voluntarily deelarcd th'unsel ves insolvent and the r(*Bult 
was that tiankers, as a elass, lost their credit. The Insolvency A^'ts are 
in a way rc.-ponsiblc for this state of affairs Jn the first place as soon 
as th ‘ court receives an application for insolvency, it must declare him 
insolvent, whatever may l>e the condition of his assets and liabilities. 
The long period and the lengthy procedure in tho courts are other real 
drawbacks. The interval gives sufficient time to a 'dishonest man to 
quietly settle down and manipulate his affairs at leisure. Tho next 
defect lies in the appointment of the official receiver. The mcasiire of 
corruption at every step in the lengthy procedure in the Indian Courts 
is w^ell known and therefore need not be commented upon here. Tho 
very appointment of Che official receiver finishes the case from tho point 
of view of the creditors, and it is seldom that they get anything suhs- 
tantial even after the final decree These defects can be remedie<l by 
adopting a aummary procedure of dealing with such cases of insol' 
vencies and abolishing tho system of official receivers. The scheme 
put forward by Messrs. Nannai Mai Jan ki das is worthy of notice. 
(Appendix I r — page iH. According to them the entire affair Khould be 
dealt by die ijreditors themselves who will elect a committee of four or 
five to exaniine and^ audit the account books. The advantages of ihi^^ 
scheme are : — ^ 

ir'fl’he procedure is not lengthy. 
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2. The creditors c!ome in very intimate contact with the banker, 

and are the only perHona who can do real audit, and not 
merely nominal audit. 

3. There is less room for bribery and corruption. 

4. At pn. sent the creditors i^ive up all interest as soon as the 

ijanker closes his doors and very few of them appear in the 
court. But when they will be given sufheient hope, they will 
show more interest in the case. 

4)0, t)iu* rnme inipo»tiin( point dc^serves very careful consideration. 
The superior staff of the Imperial Bank is entirely European, and they 
have no real sympathy with the native hankers, tlr.ii methods and 
customs. In fact they entertain a certain amount of prejudice against 
the latter. They are drawing very fat salaries and seldom show a real 
desint^ to in I}> internal trade and industry. They think them- 
selves as e.xeeiilive ofTicers who have to act in accordance with fixed 
rules and regulations. If they adopt v, le^s ligid policy and take in- 
terest in the development f)f the business of the shroffs, they can render 
very valuable assistama to banking in India. This however is not 
possible under existing <onditiv)ns, the inetlunh., customs, traditions 
and the rncntalit\ of the parties cnrn'eirted being so widely divergent. 
The remeily lies in a eomplet<‘ Indianizat ion of the superior staff of the 
Imperial Bank. This fnct is very important because the psychology 
of the people plays an important part e^en b' business matters. No 
proper urulei'Htanding among (lie various nieinV»ers of the money market 
is poBsi])le unless the entire superior staff of tlie Imperial Bank is 
1 ndian. 


A/t\ Radhika No rain. 
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APPENDIX L 

Summary of interview w|th L. Ban war i Lal Lohya and L. Janou 

MaL, rROPRlETOR AND MANAGER, RESPECTIVELY> OF TRK FIRM OF 

Bhana Mal Gulzari Lal, Chawrt Baear, Delhi. 

411. 56. Functions of Ihe indigenous banker in city of Delhi were as 
follows : — 

(1) To purchase, sell and discount hufuli.9. 

(2) To receive deposits, the rate of interest paid on deposits 

being generally per cent, per annum. 

(3) To cash checpies and notes, the rate of discount being -/2/- 

per cent. 

(4) To give advances on railway receipts. 

(5) To lend money on |)ro-noteB. The rato of interest charged 

on this kind of loans varied from -/10/> to -/12/- p m., 
f.e,y from TA per cent, to 9 per cent, per annum. 

412 . The most important was undoubtedly the hundi businesa, loans on 
V)ro-notes and advances on railway reccbpta being comparatively 
insignificant. Before the war there were about 20G bankers, and about 
50 of them lived almost exclusively on banking. Landed property 
was another important source of their income. Some carried on trade 
also, but in the majority of cases, the major part of their income was 
derived from their banking business. 

There were two kinds of hnndi.'f in the market. 

413. 57 and 59. Dar.^hani hundh and tiiudatfi fniiuiis, both being very 
widely insed, the latter kind of hundi was the real source of fnianciaJ 
assistance to the business community. 

414. 64 {h') and 72. Since the war a very large number of the in- 
digenous bankers have failed. To day there arc* hardly 15 to 20 bank- 
ers in any real sense of the term, and even with them it is only their 
side business. 

415. The decline in their Inisiness is entirely due to the competition of 
the bankers who command more confidence in the money market than 
the indigenous bankers, and have their own branches in almost every 
big centre of trade. The most important cause, however, is the fact 
that joint stock banks receive huge suras on current acxjpunts on which 
they practically pay no interest. The indigenous l>anker on the other 
hand has to pay at least ^/7/0 p.m. even on current account. 

415. The competition of the Imperial Bank is even more keen. The 
volume of deposits with it is very large aa it is regarded as a iCiov- 
ernifient's Bank. Moreover it keeps Government balances free of 
interest. Municipalities and other public bodies and trusts also 
deposit their funds with it. In fact its competition in the market is 
unfair. For example, for those who have their current accounts with 
it, it makes remittances up to Rs. 5,(X)0 without any chailge. 

417. Further, the Imperial Bank treats the indigenous banker very un- 
fairly. For example, for remittances it chargee half anna per cent, 
from the joint stock banks but -/!/- per cent from the indigenous 
banker. Similarly, as regards other kinds of facilities the indigenous 
banker is U?eated like an ordinary individual. 
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43 B. Id order to make the indigenoug banker more serviceable to the 
community, they should be recognised by the Government bo that they 
might command more credit and attract more clientele. The Imperial 
Bank occupies a privileged position and llierefore it should not be 
allowed to compete with other banking concerns. It should not l>c 
allowed to deal directly w’ith individuals. Moreover the facilities 
that it has granted to the joint stock banks should be extended to the 
indigenous banker. 

419. 75. With the revival of indigenous banking in town the use of trade 
hills would automatically increase, as some of these indigenous bankers 
would act as accepting houses. Every effort should, therefore, be made 
to strengthen the position of the indigenous banker. 

420. The stamp dnfy on trade bills is also very undesirable and should 

be alK>lishe(l. This would eoiisiderably help in increasing their 
circulation. ^ 


J/r. Karain. 
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APPENDIX II. 

SlMMARY OF IXTEnVltW WITH MESSRS. 8 haM LaL RaM SaUAK DaS, 

BAsrJSfvALAs, Chawri Bazar, Dklui. 

42L In ihe city of Delhi there are about 50 Ka^rnis. No body does the 
business on a big scale. The capital invested in it is mostly, if not 
entirely, personal. With the exemption of 4 i*r 5 inerehaut.s who have 
invented about Rs 20,000 each, the rest have invested alK)\it Rs. 3,000 
to R^i. 5,000 each. 

422. Thf iprijieipal i/iafu/i.s wherefrom the gt»ods are iiupt)rted are Bom* 

bav, Calcutta, Halhras, Rewari .iiul Moradal>ad. Tlie sheets, however, 
come entirely from Bombay. The artius in these fftatuiia make pur- 
chase on l}ehalf of their clients in Delhi. The railway receipts and 
the /ntndifi are generally sent directly to them. Payment is nm(k' by 
instalments. The Delhi merchant l>uya on thes^' ruatidiH iu the 

market and sends them to his u/f/us. 

423. The leave a margin of 7 days (sometimes 15 days, though 

very rarely) from the date of piifchatw* of goods for rt'paymeitt of their 
hiindi^ after which they charge interest. The rate of interest charged 
i.s generally 12 pei cent, per month, though sometimes it falls to 
-/lO/- i)er cent. p.m. 

424 They charge e. commission of K/- per maiind and make purchases 
on ladialf of their client.s up to a fixed maximum amount, which depends 
upon the credit of that merchant in the markid. Con.sequently, in the 
Imsy season the Kn^^rra-; fe<*!, relatively spt*aking, sieircity of mom*y, 
For example, in the months of C)cU)l>er and Novernlxu' 1929, a large 
nundier of marriages were celehrated due to the [lassing of the Bard.a 
Child Marriage Act. The marriage season is the husy s<‘a«on for the 
ras, i,ut they could not meet th<* total demand dm‘ to lack of funds. 
A large ruiiMher of people, tlunefore, imported the lugger and the more 
costly utensils directly from ouf-side. Some of merchants take 

loans wheneveir necesHary, l)Ut the conditionH under which they can 
Ikutow from jirivato moneylenders art^ generally repugnant and dis* 
com age c\'en for bu.sincss purposes. A bett('r agency is nr(*(Jr(I 

to meet the temporary financial requirenient.s of these merchants. 
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APPENDIX III. 

.SrMMAKY (>F INTF.RVIEW WITH L, Dv.AHKA FeRBITAD OF THE FIRM OF 

Nathoo Ram Methra Perbhad, Bankers anI!^ Merchant, Delhi Cloth 
MAKKirr. 

125. The business of the indigenouB bankers has considerably declined 
during the last 20 yenra Before this there were about 150 bankers in 
the city of Delhi. It is true that out of these there were' barely a few 
who depended entirely on their hanking business, most of them having 
other sources of income also, such as commission agency and landed pro- 
perty, but in the majority of cases the banking business was the most 
important. 

42(5. To da> the ])osition is entirely reversed. Although the number of 
per84>ns who are doing some kind of banking business may still he 
at>out UK), the business is hardly 25 j>er cent, as compared to 20 years 
ego. The indigenous bankers of to day are really merchants aod 
tradiu'.s doing souk* work that they ha])pnn to get as a side businc’^s. 

427. Forme rly th<* functions of these indigenous hankers were many, but 
the most important was the |)urchasc, sale aiol discounting of huruJiH, 
This was their i)rinei|)al source of income. Ni'xt in importance w’as 
to receive deposits l>oth on current accounts and for tixed periods (gen- 
erally for two months). The rate of interest paid on deposits varied 
from -/4/- to - /8/ per cent per mensem. Eipially important was the 
business of direct money lending on pro not<*s. As the money market 
was not organisiHl and people w'ore not cpiite familiar wdth notes and 
cheques, the work of encashing note.s and cheques wa.s also one of the 
functions of the indigenous bankers. At times they used to indulge 
in speculation also, e.r/., during the w'ar. 

4*28. To day with the exception of huruh' dealings aiul direct money- 
lending on the security of one anna rei'eipt, th(‘ indigenous hankers 
rarely do ariy other lianking business No doubt some of the big 
bflnkers do leecjve some deposits, but this busiitcss lias V>een almost 
entirely captured by the banks. 

4*29. There are two kinds of ////// c//> in the maiket, r/j., vnidaiii himdis 
•nd (Iftrshani hurulifi. Formerly both were of equal importance but 
to day the ioirner kind of htindi has practically disappeared from the 
market. The circulation of darshavi Jiundis has also considerably 
declined. 

430. The market rate of hundis depends upon (n) the credit of the drawer 
in the market {h) the conditions of the money market, when there 
is a scarcity of money, the discount rate goes up, and idee versa. Gen- 
erally, mudafi hundis are discounted at a rate of -/4/- to -/6/- per 
cent, which include the commission charges also. A commission of 
Re. 1 per Rb. 1,000 is generally charged on darshani hundis. 

The decrease in the hundi business is due to the following causes: — 

(a) System of remittances by cheque. This is more convenient, 
efi^ecially because the Imperial Bank has opened its branch- 
es in every town and man^i. 

{h) Railw’ay receipts are sent through the banks that have their 
branches in alracst every mandl Thus money is collected 
and remitted without the use of any kind of negotiable 
instrument. 

Mr. IMdhtla Najain. 
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(r) The increase in the Ptam|t duty from */!/' - flfd per cent* 

is responsible to a great extent in reducing the use of 
jtiudaii fiundis. 

(<'/) But the most important is the want of funds with the indi- 
genous bankers. The rediscount facilities afforded by the 
Imperial Bank to “approved bankers' ' have been consider- 
ably reduced. Moreover, it rediscounts only when the bank 
rate is above 6 per cent. The joint stwk banks in Delhi 
' aif\ witli the exception of the Central Bank, doing vt‘ry 
little redisicounting business. 

432. On the other hand, deposits are all attracted by th<‘ banks. Thus 
the indigenous bankers are not left with fuiids to carry on humli d<*al 
ings on a large scale. 

433. 71k‘ decline in the use of hatnhs has seriously affected tht‘ trade 
and industry of the Prcjviuee. It was only through this kind of j)aper 
that temporary business rcnpiirements were usually ne t. The banks do 
not give any material assist anoi to industry ajid trade. The exehange 
banks confine their bu.^iness to the fnianeing off foredgu trade. The 
Imperial Baiik lias very rigid rules for ndvanc'es and charge's a very 
high rab' of interest. 'Fhe joint stock l>anks mdther clir«*ctly purchase 
Jitnu/i.'t nor r<‘disconnt to any gjN/at ext-cmt and s<'hJom make advances 
against the mortgage of pioperty. Their l>UHinesR largely camsists in 
making advances against p(»ssession of ngricvilt ural produce, 

known as the luisinc'ss of This givc‘s rise to s))ccu]ation which 

ha.H eonsidei-ably increased with th(‘ growth of joijB/ stock i)aj»king. 
Thins these {)nnks instead of lielping trade and industry only encourage 
speculation. 

434. In |)elhi, as in tho rest of India, tlu' temi>orary business reciuirc'' 
rmuits c‘an l>c nn*t only thr(')ngh the agency of this indigenoiiH banker. 
As extensive use of trade bills is not pos.sibh* withc>ut him, as he alono 
is intimately coiinected with the ordinary business man in tbe city. Tic 
can advance money on any kind of s^H-urity on bis own risk and is not 
l)Onnd by any l igid rul(‘s. Kveny effort should, thc'refore, be made to 
strengthen his position. He should lx* definitely recognised as an ewen- 
tial member of the money market. 
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APPENDIX IV, 

Summary of interview with Messrs. NAimAj Mal Janki Dass, Bankers 

AND IRON MERCHANTS, CHAlVaj BaZAR, DeLHI. 

435. Formerly (about 15 years back) there were about 150 to 200 indu 
geiiouft bankers in the city of Delhi, but to-day there are hardly 20 
persons (including unlimited partnerships) who do any banking business 
at ail. Even they do it as a side business, their mfrin business being 
something else. 

43G- The functions of these indigenous bankers were many but luost 
important was to meet the financial requirements of 'trade and industry 
l>oth by direct loans and indirectly by discounting hundis. The gradual 
disappearance of this class of bankers ha.s resulted in a considerable 
reduction in the circulation of ?nnda(i hundis. 

437. There are several reasons for the decay of their business. Compe- 
tilion of banks, especially of the Imperial Bank, is one of them. But 
the main reasons is th(? loss of confidence of private bankers. Quite a 
large nunil>er of dishonest people voluntarily declared themselves insol - 
vcMl, and b> cunningly maiiipulating the accounts robbed their clients. 
It was but natural that people should lose confidence in them, and 
transfer their dealings with the banks. 

43S. For tliis loss of confidence the insolvcncv law is very la?‘gely res- 
ponsible. It is defective both in its scope and pix)cedure. The most 
endcsirable feature <d the pr<‘seid act is apjKhntmcmt of an oilicial 
receiver in case of every insolvency. The procedure is very lengthy and 
the interval gives sufficient time to the insolvent to quietly settle down. 
The creditors seldom get any thing suixstantial even after the final 
d(H*rct\ 

13i! The present Insolvency Act should be so amended as to make if 
difficult for anyone to declare himself insolvent The system of 
official receiver should be abolished. Instead, the creditors should meet 
immediately after the application for insohency is received by the court 
and elect a committ/ee of 4 or 5 persons to examine and audit the 
account books. The creditors come in daily contact with the banker 
and know the real nature of his transaetions. The method of elections 
for the committee is very important. The number of votes should be 
in proportion to the amount due by each creditor, every one being 
entitled to at least one vote. If dishonest and voluntary insolvencies 
ai'o thus checked, the indigenous bankers should be able to re-establish 
th(*ir lost (onfidenee, and thv much desired ftiindi business would 
automat i rally increase. 


J/r, Radhika Nmrain. 
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APPENDIX W 

Summary of interview witit L. Shankar Lal, Secrjktary Factory 
Owners Association » Delhi. 

440 . Cloth mills, iron works, Dotir aaiills, potteries and biscuit factories 
are the principal industries of our Province. The most important is 
undoubtedly the cloth industry, though the total investment in the iron 
business is also quite substantial. The hnancial needs of these two 
industries are Ixith temporary and permanent, while those of the rest 
are mostly tempo#kry. 

441. So far ai perihanent investments are concerned, the owners should 

supply the necessary amount of capital themselves. The temporary 
requircunents are at present generally met liy advances from the Manag 
ing A.genta, though sometimes l>orrowing in public is also resorted to. 
The method is, however, very unsatisfactory. The exchange banks 
totally refuse to make advances for hnancing industrial concerns. 
Their main functions are to finance external trade and keep deposits. 
The Imperial Bank has very rigid rules ri') far as loans are concerned. 
It is prepart^d to make loans to industrialists on possession of stock. 
Its rate of interest is also very high, as it charges at least 1 per cent, 
above the bank rate, which goes up to 7 or 8 |>er cent, in the busy 
soj.son. Moreover soni<‘tirnes it offers pref«‘rent ial treatment, be., it 
makes advances to the Birla I^Iills without taking any securitv. 
Generally, however, the is haseO on racial distinction, fn 

fact tho Imperial Bank does not give any real help to the industries. 
The Indian joint stAick banks on the other hand, cannot afford to give 
auA material assistance because of lack of funds. Again the rate of 
interest that they charge is also very high (seldom below per cent.). 

442. Owing to these difficulties in getting the neevssary financial essist- 
anc-e the industrial concerns are suffering hadJy. The total require- 
ments are very considerable and therefore .some means must he adopted 
to meet them. It should, hovrever, ho remonihered that we have to m€wt 
only the temporary needs, and all do not require at one and the same 
time, although considerable sums of money are sometimes needed for 
the whole season, e.< 7 ., for tho purchase of cotton in the beginning of 
the season. Under the present conditions the Imperial Bank alone is 
in a position to render the required assistance. Its conditions for ad- 
vances to incfustrial concerns should be mad(^ less rigid and no kind of 
preferential treatment should exist. 

443. Another alternative would he to open industrial banks financed by 
Government. The former method is better, because it would save tha 
unnecessary expenditure involved in the establishment of a separate 
inaiitution. 
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(Oral Mimm,) 

447. Chairman : You are lecturer in »Econoraic,s in Hindu College, 
Delhi ?<-~Yes. • 

44S. How did the idea of conduetixig the enquiry the result of which 
you have embodied in your memorandum oeeur to you ? You felt iiite- 
rcBted in the subject?— I am interested in this subject; I took up bank- 
ing and currency as a special paper for my M.A. 

449 Did you go out in the villages to make enquiries or did you confine 
your activities to the city' ordy ? — 1 made eiicpuries in1;he city only. 

4o(). Did you visit certain mohallas in the city I — Yes. 

451. A. Shri Uotn : In reply to Question No. 19 Of fhe questionnaire 
you say: "Tlie Imperial ibink adojits a very i igid policy, j^artly beeauEe 
tin* rules are rigid and strict, f it can make advance.^ only on posses- 
sion of stock”. Have vou studied tlic ]m|)crial Dank rules? — That ic 
what I have come to know from some of the interviews, ne., the inter- 
view^ Avith L. Shankar Lai, of which a copy has been sent to you. 

452. T simply want to know, are y'ou certain of this fact, because my 
information is that tht' Imperial Hank docs advance clean loanq^ as 
they are ( allrd ? As far as I hava^ come to know, I think they advance 
only on the security of stock: of (•ours(‘ it gives certain preference to 
certain persons also. 

'45Ik 1 am only asking if the information givers hy you was taken from 
the lm))crial Bank rules? — C’erlainly not. 

454. In your memorandum you say : “ILcrc was no other institution to 

give any kind of monetary help to the business community 

mta/nti may l>e drawn for any amount according to the require- 

ments of the parties eoncerned, (dc'.” Now what |>owers and what 
functior)s would you give to the industrial hank ? — It should advance 
long period |(.)an8, funds for investment in industries and' short period 
loans, if possible, 

455. Will these industrial hanks he able to do other business or not, 
how will they compete with the |)resent joint stock banks? — Their 
business wo’ll be entirely to finance industrie.s and not to do any other 
kind of business, for example remittance business. 

456. How’ w ill they raise capital ? — They should issue debentures. 

457. What should they do with their money in the slack season? — In 
case of industrial hanks probably there would not he any definite slack 
season. 

458. Do you think so ? - Yes. 

459. In vour memorandum you say regarding that, ^^mahajan 

lends money generally for short period at \ anna per rupee per month. 
In man.v cases the rate of interest goes up to n j/ice or 4 pice per rupee 
depending upon the nature of the requirements of the borrower and 
also upon his personal standing’^ and then in the last line you say 
that “such Joans are seldom repaid’h My experience is that there is 
quite a big number of people with w horn horrowdng is a habit, like the 
taking of wnne, and they cannot get out of it Do you think it is the 
.^anic conditions with hhafiks, etc. ?— Not exactly; as T have mentioned, 
there are tw'o purposes for w'hich they borrow^. One is for purposes 
of earning and the other is extraordinary purposes, for example 
deaths, marriages, etc. The lattei kind cf loan is seldom repaid, 
because they are living from hand to mouth. Of course the latter kind 
of loan is a kind of habit and the 5 - do borrow occasionally. 

Radhika Narain. 



460. If it is a kiii3 of habit, then the whole trouble is not the indigenous 
banker, but really the necessity of soeial reforuj amongst them; what is 
re<|tjired is education and social refprin t— In the case of the khaf il com- 
munity that is not the case. They borrow for business purposes. In 
fact they do not borrow for other purposes except on special occasions 
such as deaths or marriages, and the .’ore for this comiminity the trouble 
lies with the banker and not with I 'jem, because they ix>rrow for their 
business purposc^s, and the bankers charge a very high rate of interest. 

461. Does not the rate depend upon the nature of security I It 
depends upon the nature of the requirements aiul the security of the 
borrower. 

462. If it depends upon the nature of the security, then what complaint 
have you got I- The t^omplaiut i.s that on his failure to give good 
security, he ha.s to pay an exorbitant rate and along with him the 
lumest borrower, does also pay the ..same rate, Z.^., 37;j [)er ct nt. per 
annum, and it is l)ie latter who suffers. 

4B3. Have you collected any statistics to show how jimeh tnoney was 
advanced during the last ft‘\v years and how mneh of it wan recovered 
and how^ much not reco\ ercd t -* I have not mad(‘ any di'linitc ealcula* 
tions, but from my cmjuiiies 1 ha\c conn* to know that tnit of ten 
cases one was a defaulter. 

4Gi. .Su[)f)(^sing an indigenous lianker advanced ils, f>,0tH) how much of ,, 
interest .and how nunh of eapit.il was realised, what percenUigc of 
itilerest did lie reali.st* ;*--So fa?- as interest is eoncerned, should I make 
some allowanct' for the triaible Uiat he ineinred. 

Xo ' -lfc realises about 25 per cent, per annum 

166. Hut you have mo facts to prove it I — This is the result of rny jier- 
sonal enquiries. 

167. You .say r/ia/ziar.'^ arc very dishoncHt pcaiple and ail sorts of things 
about them. How have you come to know of their Ixung like that ! 

As J hcue .said jinst now, it is the result of my personal enquiries. I 
have bect> going to their plac(‘s. 

468. Why do they earn 8 annas a day, while the khutlks earn Rs. 2 or 
Hs. a a day Because of the nature of business they do. 

460. Prof. Chablafii: The rates of inten^st ehnrged to floor urbaii, eom- 
muruties mentioned in your memorandum art^ gross rates of init rest 
and not the actually realised net rates I- Certainly, gross rates <d 
inlerest. 

470. You say that on an average the debt per family of a khatik is 
lls. 200. One year’s interest at the rate of 37 J per cent., per annum 
on Hs. 200 borrowed by one such family would amount at the end of 
the year to Rs. 275 including principal, and for ten such families it 
would amount to Rs. 2,750. In how' many out of 10 such cases, does the 
money lender lose his entire amount! — In one out of ten. 

471. If the money deader lo.ses in one out of 10 such case.s, that will knock 
off Rs. 275 from Rs. 750 interest due to him ! — Yes. 

472. What percentage of loss does this make !-“It comes to about 12 
per cent. 

473. So the realised rate of intere.st will come down hy that much?— 
Alxiut 12i per cent. 

474. You say that the men who deal with these people, lend money in 
small doses or in small amounts. On an average how much time will 
he take to deal with ten families a day?— I think about an hour a day. 
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475. With ten people at a time to recover principal and interest from ? — 
He goes to them every day. 

476. Do you mean to tell me that he wii! tak^ only one hour a day in 
dealing with 10 famifies? — Certainly not more than 2 hours. 

477. Hav€* the money-lenders sf^metimes to go to^ the law c-ourts ? — They 
have to go. 

478. Have they to get some documents written sometimes Of course a 
good deal of time and inconvenience is caused to them. 

479. In case of recoveries also they have to deal with the bailiff and 
others ?—Ych. 

480. So that the gross rate of interest contains a large proportion of 
his earnings of management or compensation for expenditure of time 
and labour?- Yes. You have to take into account also the trouble in- 
volved in dealing with these people and also the risk of losses. 

481. Obviously where the security is nil, there must be a higher rate of 
interest? — That is plain. 

482. The only way to improve these people would then he to make the 
security better? -Yes. 

483. What do you suggest to make the security better for hanking 
purposes? — T have suggested co-operation. 

484. You suggest then that you will have to orgnanise their security 
on the basis of joint liability and some system of mutual control ? — 
Yes. 

485. Now that agency must mean a certain amount of cost of manage- 
ment, etc. — Yes. 

486. Now no banking organisation or a joint stock bank or even a 
re.speotable ihrofj would deal with these small men without sul»stantial 
security, and you therefore suggest that the only agency possible is a 
co-operative credit society? — Yes. 

487. In your memorandum amongst other things, you mention the 
Kahuli money lender. So far as Kabuli money-lenders are concerned, 
do they experience any difficulty in realisation ?- They have no diffi- 
culty. 

488. Do they have to go to the law courts? — No. 

489. In their case there is no risk of loss? — No. 

490. Now T will take the case of kahars who you say, generally borrow 
for unproductive purposes. What yo\i need in this case is restriction 
of cretlit, and not the extension of credit, because it is only by restric- 
tions that you can make it more difficult for them to borrow’ for unpro- 
ductive purposes ?— Not restriction of credit, but expansion of credit, 
because they arc not really dishonest people like ch untars. What is 
needed is re.striction on their expenses. 

491. Wliich means that at the present moment they are spending more 
upon marriages, eta, than they should? — Yes. 

492. Then what they really need is some agency to restrict their borrow- 
ings?- No, but to control their expenses. 

493. There can he no curtailment of expenditure except by restriction 
on tkeir borrowings ? — It can be done propaganda. 

494. No credit agency can do this sort of propaganda, if you give 
them more facilities to borrow ? — The credit agency should not restrict 
borrowing, but should ctart propaganda to decrease the expenses on 
unproductive purposes. 

Afr, Paflhila yarain. 



40^. Propaganda to decrease borrowings fs also a form of restriction 
of credit In the case of people who borrow hmivily for vinproductive 
jpurposes you don’t need any easier ^terras, but what you need is res- 
triction of credit ? — Especially in tte case of ehtmarit, 

496. Further on in your memorandum you descrilie the Khotd business 
and you suggest that the ( redit facilities afforded by the banks arc 
by way of speculation. This speculation is due to the advancing of 
loans against the security of crops I — Yes. 

497. If you extend the system by enabling the agriculturist to borrow 
on the security of crops, the same tendency of speculation is likely to 
appear therein too Of course that is quite clear. 

19S. The impression that I gathered was that so far as big indust rie*^ 
were concerned, they did not require capital for long periods ?—But 
whenever they require, they can borrow from the market. 

499. So far as fixed capital of the industrial cono'rns in Delhi is con- 
cerned, they have not to borrow^ for 20 or W years: for this they have 
got their own capital. Their special need.s arise in the busy season 
when they need some kind of floating capital and their complaint is 
that they are borrowing then at a high rate of interest. Is that the 
real complaint ?— Yes. 

500. Obviously to remedy this state of affairs you must hav<' mu agency 
to extend the floating capita] in the year in such a way that with the 
close of the busy season it is licpiidated antomaticMily and therefore 
the advanees will have to he made agairist assets that will Ik* turned 
into cash after a few months 1 — Ye.s. 

501. They can only be in the shape of industrial fvrodiuds in the busy 
season There can h(' no other assets. 

602. Therefore you need an agency that will advance to these irulustrial 
concerns in the busy S(*asori a certain amount of floating capital at a 
reasonable rate of interest ? - But the rate of interest is very import- 
ant. 

503. What you need is a reasonable rate of interest against some kind 
of security, that will tend to turn into cash the moment the busy 
season is over ? — Certainly. 

504, I pass on now to your note on indigenous bankii^g. In answei’ to 
question 58 you say that these indigenous bankers used to work like 
accepting houses in the market '? -iSome of them used to do. 

605. That accepting business wa.s a very imporant part of the l)UHineKS 
of a good indigenous banker in Delhi ?~-ln fact some of these bankeiH 
w^ere acting merely as accepting houses. 

506. So that in order to restore that position th(*ir present difficidtv 
should be removed. What exactly are their difficulties at present? — I 
have mentioned the difficulties in my memorandum : they are, lack of 
adequate financial facilities and the competition of banks, especiMlIy 
the Imperial Bank. 

507. But obviously every banker would like to have the security of an 
acceptor behind any bill that is discounted by him ?— Yes. 

508. It is in his interest also to see that he lends money on the trade 
bills that are accepted by an accepting house in the market. Why is it 
then that accepting houses are declining? — Because the hun<H l/usiness 
itself is declining. 

509- The second cause that you mention in your memorandum of the 
decline of the business of the indigenous banking community is the 
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decline in the deposits. Ho% would j<m restore that ?-yIf the indigelD- 
ws bankers were asked to keep a certain amount of minmnpn balance 
with the central ban!^ they wilL^be ^le to regain conflidetioe of the 
public. ^ 

510 . What you want is some kind of legislation requiring these indi- 
genous bankers to keep a certain portion of liquid resources against 
deposits in the central bank? — Ye.s. 

511 . That sort of regulation is necessary if public confidence is to be 
restored ? — Yes. 

512- 1 pass on to your next point. You also mention there that the 
business to those places is concerned where there are no bank branches ? 
on account of competition of the hanks? — Yes. 

513. JUit the banks cannot compete with him so far as the remittance 
business to those places is concerned where there are no bank branches ? 
— Of course the l)anks cannot compete with him in such places. 

5 1 4 . At the |)resent moment he has got that source of profit and at 
such places his is the only agency for purposes of remittance? — He has 
not suffered in ])lace8 where there are no bank branches, but in plaeeft 
where the banks have got their branches his business has suffered. 

515. Do ;\ (iu mean to say that in the places v hi re the banks have got 
branches rcmittance.s through him are not cheaper? — Yes. 

516. You suggest further that what is needed is better rediscounting 
faeiliti(‘.s. You mean discounting l>y the banks? — P^s})ecially l>y a 
bankcu‘’s bank. 

517. Iji your memorandum you say that the stamp duty on /lundis 
should be abolished, Do you think that would increase the volume of 
work ? Yes. 

518. What else would you suggest ? — I think the revival of the indi- 
genoiis bank(M' would automatically strengthen the ]>osition and in- 
oeasi' the volume of tra<le bills. 

519. In >011 r nKUiiorandum you sugg(*st that he should be given part 
of the (iovernimnt balance^ free of interest in proportion to the work 
he will dn. How' can a hank know beforehand what work he will do? — 
At th(' «'nd of the year he may be given some rebate. 

520. So that in ease the volume of his business is larger, he wull be 
givef» more rebat(* ? Yes, 

521. You mentiiui on page 8 of your memorandum that another cause is 
insolvency law. llavi' you no suggestions to make as regards the 
change in the insolvency law beyond the fact that there should be no 
olheial receiver / — And instead of the court the business of auditing 
the accounts should be done by a committee of the creditors. 

522 Chosen by creditors by votes in proportion to the amount of debt 
due to them ?— Yes : supposing the insolvent owes Rs. 10,000 to one man 
and Rs. 20,000 to another; the latter must have double the votes than 
the forme f. 

523. You would like to have more votes in favour of the person whose 
outstandings are larger in proportion to the amount of his total of 
debt ?“~Yes, on the above analogy he should have double the votes. 

524. Ynu want complete Indianisation of the Imperial Bank Staff. 
Are you aware that a large number of the shareholders of the Imperial 

Mr, Rad h i la N drain . 
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are Europeans f Obvioualy tlie shareholders must have a voice 
in deterii|ining the staff I— I don't say that ^ they should not have a 
poiee, but what I want to emphasis^ is that in .the case of the central 
^rank the shoreholders should be asked to forego lUieir interests for the 
benefit of the country, * ^ 

525. What you mean to say is that the centra] bank of the country 
should Iw? m^iTe Indianised in respect of the superior staff! — Yes. 

526. Mr. r. F. : Hiinning all through your memorandum is the 

fooling that the Imperial Bank is very unsympathetic, and you want 
an industrial bank in its ])lace which would help the industries more 
sympathetically. In what way do you think this indirstria! hank would 
l>e more sympathetic, l>ecause it would not l)e able to advance without 
security f — The attitude of the Imperial Bank, as I have said, is partly 
due to the rigid rules and partly to the unsympathetic attitude of the 
superior staff 

527. Do you think the 8n|)0rior st^ff is unsympathetic’ when people go 
w ith ' ccurity to get money or is it tliat people who go without security 
receive unsympathetic* treatment? — The security in sonic cases is sufl'i 
eient, but in many cases the superior staff can accommodate the iudi- 
genous baiikei- if they feej a keen desire, hut Hornctimes since they have 
no keen desire, they arc not anxious to accomrnodafe. 

52S. Is if nor rather uidortunatc that h\ sugg(*sting a (lovernmert 
hank you wipe out the question of I’oinpctitioiL You are suggesting 
(*o operation in hatikiim in Vniying ;uid sf’lling and in c. <*1 y conceivable 
thing. In other words yon are* totally wiping out (om|ietition from 
every form of le,isin(‘ss. You are giving every thing over to the Oov- 
crnmcrit hank and Ci) operation and > on lose all possilullf ics of clien]j 
ness by competitien Co opera! if)n doc.s not nu'ajj that. 

529. Yon can get effudfUK-v only where y’ou have strong eotnpetition ? 

It may he (me in theory' Imt not in praetie<’. It is more ht'm*fi<‘ial than 
comp'-t itioii. 

530. If hy co-operation yo\j are going to wipe out all the indigennus 
banks, how ^viil an ordinary shopkeeper get anything like the credit 
facilities ? Don t you see the danger ? — I l>eJieve that the salvation of 
Tndi i lies in the co-c>p( laf iv(‘ organisation of its peo|)le, but it dot's not 
mean that coinpelition wdll entireh <lisaf)})ear In general there may be 
801 IH* competition and there may abo Im‘ < oinpetit ion between eo-oriera 
tive socicti(^s anfl co-opeiativc provincial organisat ions and others; 
not wholesale eo operation of course. 

53T, /b'o/. ChahhiT)!: Mr. Gray, the point of the discussion is entirely 
differerit. TTis ohject is to bring within the pale of banking business 
the communities that to day do not deal with the banks at all becaus<^ 
they cannot offer to hank a hanking Bceurity. Bv co operation he 
W'ants to bring their security within the pabr of banking <*ircle«. 

WifniiiH: As I have said just now\ what I mean is that so far as 
these comrnnnirieF are concerned, the (oeperative societies will 
improve the security of the borrowers, so that they can borrow cob 
lectively from a bank. 

532. Mr. V, F. (7 rat/: You refer toco-operative dairy farms and others 
for the supply of necessaries of life ? — Yes. 

533. It ^eerns to me you l>eUeve that co-operation is going to bring 
Utopia i i a few minutes. The big danger to my mind is the fact 
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that y(»u are going to wipe out ail csoinpetition ? — I cannot aee it 
jhere, 

f>34. Your indigenous banker will be totally wiped out if you staH 
Gov^ernment industrial banks and co-operative societies? Where will 
the indigenouH banker go then? — I cannot see how the indigenoas 
banker will be wiped out. W^hat I suggest is a few co-operative 
societies in the poor areas for the supply of pure ghee, milk, ek-,, and 
they rijust have a few co-operative dairies. Next to them in the col- 
leges there must be cro-operative societies for the supply of stationery, 
and then there shtmld be co-operative stores for the middle class 
people* 

5^. Where for example are these co-operative societies going to get 
their stationery from? If 3 X>u wipe out ordinary business and extend 
this co-operative scheme you will have to go to Calcutta to buy the 
stationery ? — It may be. 

530. Will that be good for Delhi? — I cannot say. 

537. In what way do you think the industrial bank would help? — By 
advancing permanent loans. 

A3B- Where will it get the capital from ?— By issuing debentures. 

639. At what rate ? — That depends upon the market conditions. 

540 .W^hy can’t these industrial concerns float debentures of their own ? 
— It is just possible that in the beginning they may not have possessed 
sufficient confidence of the public. 

541. If they will not have the confidence of the f>uhlic to get money 
from them, how' will they have the confidence of the bank to get money? 
— The hank may hav(‘ confidence in them, hut the puhlie may not. 

642. Why ? — Because it would he a new concern and an ordinary man 
in the street may not have full confidence- 

643. The bank w ill want some tangible security in each case ? — Of course 
they will offer security, 

544. To start a concein b\ borrowing money from a bank would ensure 
such a concern failing from the atari, say a cotton mill that borrowed 
its capital from a bank to build and buy its machinery Beginning 
with such a heavy debt such a mill could not last long. Have you ever 
thought of the details of such concerns ? — I have not thought of the 
details. 

546. That is a which is so \v(»rrying that people make so many 

suggestions w ithout thinking of the details. 

646. h. Uni K{^hen \ You suggest co-operation for all these things to 
remove the unnec^sary profiteering? — To improve the security of the 
borrower in case of credit societies. 

547. And for other kinds of societies ?— Yes, under the present system of 
competition vn Delhi the consumers are not able to get first class 
materials and therefore by co-operation they will be ^le to get such 
matorials. 

548. By this sort of co-operation which you have recommended in your 
memorandum you mean to remove the unnecessary middleman 1 — My 
object is that the consumers should be able to get good quality* 

Mr. Kadhika Narain, 
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519. If th« unnecessary middleman is removed the producers and the 
consumers will join together I— It comes to that. 

550. Will you just explain further, as to how this raAti system is 
worked? — I have explained just now this raAft system. The 
mahajufu advance loans and when the amount of loan is suffi- 
ciently large, they soinetimea diange the paper, very often after 2 or 
3 years. 

551. My trouble is that this is absolutely different from what has l)een 
said in other memoranda before us about this rahti system. They say 
that under the rakli system you advance a fixed sum recoverable in 12 
monthly instalments. That is the rahii system ns has l)een described 
in some memoranda before us. What I gather from your memorat»dum 
is that it is a sort of loan given to a man witliout insisting on repay- 
ment and getting the transition renewed before the expiry of the 
limitation period. That is lik<' an ordinary loan. You mean by 
rnhii a plain loan which is given on a bond or on some security and 
renewed when the limitation period i.s about to bo overl—Tnis is 
popularly known es rnhii system in the city. 

552- Tt a|)pears that <lifFerent people take differeiit meanings of thii> 
rahii system. 

Prof, PhnhUtiii'. If the rate is 37i per cent., it is rahii system? — 
Popularly this is known as rahii system. 

553. />. Kishen : Then there is nothing special in it? — It Is known 
as rahii probably because of the rate of interest. 

554. Any loan of 37^ per cent will he called a rahii loan ?— Popularly 
this is g(‘neraily so called. 

555. In your memorandum you say that there are hardly 10 such per- 
sons who have got their houses now. Then among such class of people 
you will proceed very cautiously in starting co-operative sm-ieties? — 
Why? 

556. Because the success of co operation mostly depends on character? — 
The khatikn' character is very good. 

657. But they are extravagant and hence they have lost all their houses? 
— They have lost their hous(‘s l>ecauHe of this high rate of interest, 

558. Have you made any calculations up to what figure this rate of 
interest should be lowered so that they make l)oth ends meet? — I think 
0 per cent, per annum. 

559. Do you think co operative societies can advance at 6 per rent., 
per annum ?— Even if the rate is n*duced from 37A per cent, to 10 per 
cent 

560. What is the lowest rate of interest, so that if the rate is brought 
down to that figure they will have some savings and they will be 
better off. It is not a question of 10 per ceiit. or 6 per cent. ; it is a 
question of actual calculations as to what their actual income is and 
what their expenses are ? — I have not jnade any calculations, 

561. We cannot say wh^ber they are solvent people or not for purposes 
of co-operative societies ?“ This much I can say that they are solvent 
people for co-operative societies; that is my general impression. 

562. That is your impression, but the practical experience among 
certain classes has shown that oo-operation could not help them f — In 
the case of khaiik community I am sure. 
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963. Thi« will require a detailed inveetigatioti and propanganda and 
education among the class of people, for which you require a co-opera- 
tive credit agency to finance tliem Which agency will you recon »mend 
far thifi propaganda work?— I think the Co-o[3erative Department itself 
can carry on the propaganda. 

664. This indirectly means more staff from Government for the oo- 
operativ<‘ societies in these special areas? — Yes. 

6fj5. In your memorandum you say that ‘^it is true that in some villages 
through the influence of western culture the ancient system is slowly 
changing, hut on the whole the change is insignificant^'. WTiat change 
do you refer to ? — The decay of the rndigenous banker. 

566. What is springing up in its place ? — Co-operative societies. 

567. You thhik that co-operative societies are replacing the raoney- 
Jenders in vfflageM? — Only in some places, hut the change is very 
in-significant. 

(T/ie witne^f! withdrew.) 

Meitrt. BIl SINGH and PITAMBAR SINGH, ns peelers of 
Co*operative Societies, Delhi. 

Replies to the Questionnaire. 

A.— Agtucultural indebtedness. 

568. 1. The illiteracy and ignorance of the agricultural classes is pro- 
verbial. They not only res(‘nt outside intrusions l)ut regard all en- 
quiries relating to their ecmiomic conditions as intended for some 
sinister pi'rp(,\Sf\ Any atlcunpl, fherfdoro, In inakr an acc'Uiatc cBti- 
niah' of (h(*ir indohf fdness is no< only difricull but nearly impossible. 
Only that agency or person who can inspire in them full confidence 
and im|)ress on them the actual motiva* underlying s\ich an inquiry 
would he \n a position to obtain some reliable information. 

569. The eo operative mo\’ement owing to its humanitarian motives can 
claim to have inspired suffi(*ient confidence of th(‘ agriculturists and 
any information oldained through this agency would he sufficiently 
reliable. 

570. There are 204 agricultural credit societies containing 4,883 mem- 
bers reptesonting 24,910 souls in their fa.rnilies. These are fairly 
representative not only of the four distinct physical divisions of the 
Piprvince but also of people of different status in society. 

571. Each society is in possession of a register containing information 
regarding the holdings and outside indebtedness both secured and 
unsecured separately. This information is recorded annually by the 
managing committees of these societies and theiv accuracy is verified 
by the inspecting and auditing staff of the Co operative Department. 
W^e have collected informations regarding outside indebtedness of our 
members from these registers and arrived at the following results: — 

(i) Debts incurred by viemherg of co-operative societies: — 

Bs. 


(а) The mortgage debts amount to - . 5,66,790 

(б) The unseeing debts amount to . . 9,60,629 

te) loans amount to . . . . 51,566 

(d) Co-operative societies loan amount to . . 6,89,463 


Total debts amoimt to . . 22,66^196 


Measrft. Bir Singh and Ptiambar Singh. 
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(ii) Total memberahip U 4,883 representing 84,910 sonls in thair 
families, each member representing one family. The family unit M 
dierefore 24,910 -r 4,863 =5 nearly. 

(iii) Debts incurred by each member of the family indirectly ia equal 
to Rs. 22,68,428 - (5X4,H83)- Hs. 93. 

(iv) Total rural population according to cenauR of 1921 ^ 1,83,768. 

(v) Total indebtedness of the agriculturists of Delhi province ia 
therefore -1,^3,768 x 93 Us. 1,70,6(\424. 

Making nlU)wnrK'e for debts concealed from societies we may put 
the whole indebtedness at 2 erores in round figures. ' % 

Notk: - We wish it to be understood that since figures of population 
a'*e thf»se of 1921 and the figures loi ind<‘hf edncss relate^ to the veur 
192t^i~30 thcjc is the imssihility of under or f»ver estimation a(ToraiUff 
as the prc'sent po|)ii!ation is less or more as compared with the laSi 
c( nsus. 

572. In order to estimate the amount of the debts according to different 
forms of securities we selected 12 rep rest' nta live villages of this province 
ami on making an intensive study in them arrived at the following 
results : — 
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(c) in 

1 
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i Mi, 

{c)iv 

General as?‘ets .... 

3.87,166 

70 

i 1,40 Lailhs. 


Note I, — The figures for 2 (6) an* obviously conjectural because the 
debts thus incurred are intended to evade the law. Herjce not truthful- 
ly revealed. 


Note II.— Figures for 3 (c) (u) also appear to be under estimates. 
The pawning of ornaments is regarded extremely derogatory to one's 
respectibility and the amount thus borrowed is concealed with a ven- 
Ijenoe. 

Note If I.— Under general security all unsecured debts of the money- 
lenders and those of co-operative societies have been included. 

573. In Uiofo 1 % villages we made further inquiries regarding the 
different pui^ses for which those debts have been incurired. The 
results obtained have been compared with tbe corresponding figures 
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of analyflis of the purposes of loans in co-operative societies available 
for the last 4 years : — 


of oral inquiries. 

Analysis of loans advanced by 
co-.jperative societies 
within 4 years. 
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Mettn. Bit Singh and Pitambar *Singh. 
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574. It may appear that the figures in the two columns do not coin- 
cide in some cases. It is partly due to the fact tliat co-opcratiTO 
societies as a rule discourage loans for unproductive purposes 
partly because the figures supplied orally should be naturally taken it 
a discount. 

575. There is only a limited numl>er of landlords owning above 100 acres 
each. As the debt usually increases with the greatness of the holding 
the bigger landlords, too, borrow for all the purposes enumerated 
above. There are exceptional cases (15 per cent, nearly'), however, of 
big pioprietois who roe comparatively free from tlebl aud who do not 
borrow for agricultural opciations hut coiifme their bmrtrwiug to UU' 
prod U( live purposes. 

576. The revival of the old village pattchnynf^ is likely to reduce ex- 
penditure on wasteful purposes, and the organisation of the people 
on co-operative basis will cheek unproduefive borrowing and make 
people morally aud iutt lb'ctnallv str^ong. This fact is borne out by 
the statement on prepage giving an analysis of tire purposes to which 
joans advanced by the co o|)(»rative societies are ]>ut. 

577. Extension of educational facilities to rural areas should also exer- 
cise a restraining effect over unthrifty loans. 

578. To induce the people <o bor row more and more for productive pur- 
poses it is ue(^^8sary that they should be made to feel intereHted in their 
occujuUion. This is |>ossiblc only when theii* small holdings are conso- 
lidated, irrigation is extended and the Vrenehls of improved agriculture 
are demonstrated to them. Means of communieation should be improv- 
ed and the markets should be properly organised and regulated. In 
fact it is only after a truly commercial spirit has been imbibed by them 
that they will begin to idealise the latent potentialities of their resources 
and greatness of their occupation. 

579. This debt is largely due to the money lender. Other creditors are 
2 otn co-operative soeieties and the (lovernrnent. 

5S0. 2. The prevalent rates of interest vary with the nature of 
the creditor, (jgvernmenr charges about 6 per cent, on loans advanced 
under the Land Improvement Act. The amount of interest is added 
to the principal and the whole amount is recovere d in half yearly instab 
ment.s. In ease of default repayment f rdorced by the sale of the 
land. 

581. Co-operativf AocieAu ^, — The primary societies olitain loans from 
Central Hank at 9 per cent, and distribute them amoug their members 
at l‘2t per cent, on personal set-urities. 8imnle interest is ch.'irged half 
yearly and the principal is repayable in half yearly instalments. In 
ease of default ai hiti ation through the Registrar is resorted to and the 
award is executea in a civil court 

682. Apparently the rate varies from 12 to 24 per ceat 

but owing to the malpractices of the astute money-lender the rate of 
interest amounts to usury. Compound interest is frequently charged. 
Repayments are demanded at the harvest time and in case of default 
claims are enforced through the village panrhayatM cr the civil court. 

583. Zamindar , — The rate of interest and the system of ite calculation 
resembles those of the money-lender, but in case of default he generally 
gets the land mortgaged to him. 

5S4. 4« The land of the smaller zamindar$ are neither passing to tho 
bigger ones nor to the money-lenders to any large extent. 
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88^ 5. I^nd is frequently cha<ngm^ hands but effic-ient farmers ueith«> 
part with their property nor turn into tenants to any ^appreciable scale. 

^ 7. In addition to interest on loans and not in lieu of it the 
zamlthdar money lenders extract labour particularly at the time of culti- 
vation on land for which entertainments are provided. This practice is 
limited to a small extent. 

5S7. 8 . The transborder money lender has now found his way in 
almost the whole of the rural area of the Prf>vir.ce His clietds are 
village kfinurtH and only those agriculturists who have exhausted their 
credit :n the public. He is to he seen in different form.s. V.e., Jytopari^ 
the Panjabi kniHivia and the Pathan, 

5B8. The hi'on'tn is a butclier who brings imllock.s from outside dis- 
tricts and sells them on credit to zamlruhirH, Appartudly no interest is 
charged, but hr keeps a h(’avy margin of profit on the cost price. The 
period of repayment is gcnerallv eh(‘ year to two years covered by 
half yearly itistalnients. The effect of this bargain is that the pur- 
chaser has to pay an Mbnormally high price for th(‘ anlnral bought. 

589. The second type of this agency is the Panjabi ka/niria. He is 
'Mohammedan of the W(‘steni Districts of the Piinjah. He generally 
brings ready-made clothes and sells at high prices on cr edit for a period 
of six months. No interest is charged, l)ut the margin of jirofits 
covers it. lie is awfully dnuided by the peoi)le. 

589rf. Tire third type is the Pathan who first appiars as a hawker 
dealing ijr p(dty articles and after some time takes to money lending. 

590. It ia generally an organised set of usurers having their head- 
(juartt'rs at some central town or big villages and k('epiiig their agents 
in each village. Theii' clients are generally the small industrialists, 
village k<tniin,< and the zami ndo rs with poor credit in the public. Rate 

interest is very e\<n'bilaiil ranging from (me anna to lour annas per 
iupe(* p(M‘ month. This comes to frcmi 75 to ♦■on per (‘ent. [>er annum. 
He is also, like the kaparia^ a vi'ry dreadful creditor’. He has begun 
to deal on the system loo. 

591. The rahii syvStern owes its origin to Bikaiieri Brahman and 
Muradabadi rahfiit. The former appeared tirsl, and has recently been 
followed by the Muradabadi. The system requires an explanation. 

692, The rnhtl is n unit of Rs. 10 payable in 12 equal monthly instal- 
ments of rupee one. The creditor at the time of advancing the loan 
deducts as. 4 per unit of rahti as his yiaznrana, commonly known as 
niuliana. The rate comes to 37 per cent, per annum. This system 
of rahti is prevalent among small industrialists, labourers and zamtn'- 
dars having monthly income. The Mehrauli ilaqa and the borders of 
the Jamna river are its favourite places. The incessant famine and the 
successive failure of crops for the last 2 years have given a set back to 
this system. There have occurred frequent defaults and people are 
trying to extricate themselves from this vicious system of money-lending. 
Default in regular payment involves an additional penal interest of 
1 anna per rupee per month. 

593. Th4^ loan banks. — ^Tbeaa are of very recent origin. We have so far 
heard of two different companies, i.e. The Peoples International Edu- 
cation and Commerce, Ltd., and the All-India Mutual Aid and Poor 
Ilouaes Association, Ltd, The first has entangled a very large niMnbar 
of the villagers of this province during these days of scarcity. 

Messrs. Bir Singh and Pitamhar Singh, 
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594. According to its bye laws a person requiring a loan must become a 
]oan candidate first. To do this he is required to pay an entrance fee 
and candidate fee which total to over Rs. 50 for a loan of Rb. 

The candidati^ fee is paid in instalments and is spread over a piM^iod 
of several weeks. In addition to thif- the a[>piicant has to secure within 
the specified period two more hona Me and genuine loan candidates. 
On fulfilling these conditions a loan at rate of 1 per cent. otM anmini 
is granted and this is repayable in monthly instalments, credit being 
given for the (andidate fee paid b> the applicant. This is a chain 
that never ends. 

The second on in tliat has folUuv«‘tl tltc first is on a lottery system. 
They require 100 men to contribute lis. 8 eacdi and issue receipts to all 
the contributors, Kvery month they pick out some castes liy lot and 
advance Us, 100 paying each Us. 85 in cash. Us. 15 are deduerted as 
interest in advance. The loan is repayable in montldy instnhm ntK. 
Exac t particulars of their article.s and working are not as \ct available. 

595. 9. The Usurious Loans Act is not lieing availed of to any appre- 
ciable extent. This is due* rnustl\ to the de|)lorable fHitioacy and 
ignorance of the agriculturists and also to the waul of tune on the 
part of the civil courts to^tudy the history of each loan in dlspiite. 

■59(J. Vvve and publiihly of the intentions and important 

j>io\ isjons of tiic /VcL sluaild be inadt' among (he agncultural eoin- 
numity. Arbitration lloardr. and Village sh(»uld In* formed 

and the civil courts advised freely to refer to them the disimtos 
concerning eavSes of old loans. 

597. 10. Yes, tho enaetineiit of legislation in connection with the 
puhlicaiion and regulation of accounts of moneydenders would prove 
useful to chccl' many i)f the malpractices of the money lender.s and 
ensure better tran.saclions. It will remove the stiny: but the snake 
will remain there. 

598. 11 . There are no village arbitration lioards or village inuirfiuyttiH 
in this Province. 


Ik — Fjxixci; Foi: .uu:u ri/i rrcAL choiu u/mo.n. 

599. 12. (u) 'The cultivator obtains I'inance for th(‘ putfiosc of cultiva- 
tion from the village money-lender, co-operative wx-iety and takavi 
from the Coverninenl. ills chief i eepurements for this |)tirt)ose arc 
sc?ed, iinit*uial for ihnrsd and Persian wheel, rca|)ing c‘X|Hnises wlicre 
agriculture is on an intensive scale and cattle. The viiiagc^ moni’y- 
lender always advances in kind for seed and cattle and only petty 
ca.sh amounts for (;ther reepurements. The advances in kind are 
calculated in cash at higher rates and interest is charged at the rate 
of annas *2 per rupee per half year. The repayment is received in grain 
at a cheaper rate. Interest is realised for full harvest of six months 
even if payment is made earlier. 

Co-operative societies advance in cash for all purposes at a fixed rate 
that is allowed by the bye-laws 

Oovernxoent in years of scarcity advances iakavi loans in cash at 
a fixed rate. 

(6) There may be only a few cases in which a moneylender is ever 
known to have advanced any momny for eapitai perauuieiit iKiprove*> 
ments. Ibe ccH>perative societies on the othiw hand liberally advooate 
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ftueh investments. The Government too under the Land Improvesnent 
Act advances Uikavi loans for sinking wells. 

tg) During the period of failure of monsoons, as at present, the 
raoney-lender thinks twice before he advances further loan. He confines 
his dealings to only a few selected clients whom he cannot dispense 
with at any cost. 

000. He advances loans for land revenue to only those who make pay- 
ment on the harvest concerned. The zamindars who are well-off pay 
land revenue from the income of their own produce. 

601. The co-operative societies and the (lovernmciit on the other band 
adopt a more liberal attitude under such adverse agricultural condi- 
tions. Hardly jrd of the whole finance for seed, cattle, etc., is provided 
in cash. The rest is all in kind. 

602. For seed and other cultivation expenses the money-lender charges 
.1 higher rate of inleicst. It is 24 per cent, without exception. The 
borrower has to pay interest for full six months even if the payment is 
made earlier. 

003. The interest foi- the sinking nf wells nr othei permanent improve- 
ments is 12 to 18 per cent, and in case of land revenue, fodder and 
grain, etc., it is the same. 

6(M. Tjoans for cultivation purposes and land revenue or fodder, etc., 
are taken for one hai vest (6 months), tliose for (nttle from one year to 
two years and for permanent improvement, etc., for three years. No 
loan is dven for longer than threq years in any case. 

0(i5. Lorois for all purposes are given generally on the security of the 
general assets of the borrower without any specific pledge. The agricul- 
turist nun <'y lenders give loan on the security of land. The system of 
advancing loans on house property is not common in the rural area. 
Ornaments are pledged only when the credit of the borrower is at stake. 
The practice ot pawning is common among Gujars on Mehranli side. 
The rate of interest on loans for the purpose of cultivation is exorbi- 
tant, There is no difference in the rate of interest for cash advances 
and loans in kind. 

606. The Government of this province distributes on an average of 
Rs. 40,000 during a normal year and raises the amount in years of 
famine and scarcity. The Imperial Bank of India and joint stock 
banks do not concern themselves with the finance of agriculture. The 
co-operative societies are playing an important part. About Rs. 
lakhs loans are advanced every year to their members. The statement 
On page M5 will show- that the major part of these loans is for the 
finance of ngrieultural industry. 

607. No indigenous banks assist in financing agriculture. Zamindars 
and money-lenders too play an important role, but rate of interest is 
very high which discourages liberal investment in this industry. The 
merchants and other institutions have no concern with it. 

608. IS, The Agricultural Loans Act is frequently availed of particularly 
in these days of scarcity and famine. But the loans do not seem to be 
conferring any special benefit on the borrower, owing partly to the fact 
that the sums granted are generally small and partly because of the 
delay and vexation that is involved. 

e09. The Act can be more beneficial only if the procedure is simplified 
and the amount is consistent with the requirements and their appli- 
cation is closely watched. The distrifaiition, if possible, should be 
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arranged through the Co-operative I)e|.artnieni which cromes into 
closer contact w ith the agriculturists. 

610. 14 * There is absolutely no co-ordination among the different 
financing agencies, llie only possibility of such a co ordinatifui tl 
between the (iovcrnment and the co-operative nnocnient. The loans 
advanced by the Governnienl in the form of takavi can l)e distributed 
through co-operative societies with a greater advantage and convenience 
to the agriculturists. 

611. 15 . We have stated in question No. 12 the defective system 
of financing agriculture by the money-lender as he alw'ays insists UMU 
advancing in kind. The articles supplied are of the worst possible 
quality at abnormally high prices, thereby affecting the efficiency of the 
production. The co-operative societies and the (jovernnient which 
advance in cash cannot also guarantee articles of good quality. The 
cultivators have to buy those from markets or village shops. 

612. The remedies that can be suggested to remove these defects are 
as under: — 

1. Seed and agricultural implements depots, preferably pn co-* 

operative iines, should be started at centra] places in the " 
rural area. 

2. Information bureaus should be started to supply necessary 

information. 

3. Demonstration farms by the Agricultural Department should 

be iutroducod. 

4. Cattle breeding farms and societies on co-operative lines should 

be established. 

5. Frequent exhibitions of eattle and agrienltural produce. 

6. Demonstration and propaganda through rlemon.stration cars 

and loiTies and cinema films. 


C. — Fi.N.ANCE lOK MAMKiaiNG. 

613. !?• The following arc the marketing centres in this province for 
vai ions crc[)s : — 

1. Delhi: — Market for all kinds of produce including vegetables. 

2. 8haliadra : — Market for f/ar, sugar and to some extent grain. 

3. Najaf Garh ; — Market for barley, gram, wheat and bajra. 

4. Narela -. — Market for g\it\ chillies, wheat and to some extent 

cotton. 

5. Mahrauii Market for barely, gram, hajta and to somo 

extent gawar, 

6. Masjid Moth :— -Market for tobacco. 

There are also petty local markets at Karala, Kanjhawla, Jliangpur, 
and Bawana. Local produce to a very small extent is disposed of 
through them. 

614. IS. The major portion of the produce is purchased by the money- 
lenders who store it nther to advance to their clients or, in case the 
grain market is favourable, to sell it to outside market. 

615. The bank and bankers, etc., play no direct part in marketing. At 
markets other than Delhi the grain is taken by the money-lenders or 
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linopkmperu jcbaliiig in grain busine^ In Delhi it is purtluMod 1^ the 
commiaaion agents and artia$ who diepoee it of to mer^anta and ftrm. 

eiO, There appeps to be no coordination among these different daaaea 
witJh the exception that it exists sometimes between commission agents 
and firms. The marketing if undertaken by co-operative commission 
shops would be of great advantage to the cultivators. 

(ft) The charges paid by the cultivators to the money lender are 
none. The latter credits the price of the grain not according to the 
market rate prevalent at the time of the delivery of grain but half a 
seer more than the cheapest rate during the season. 

(h) The charges of the commission agent or the artias of Delhi 
market are as under: - 

1. (JanJa c.r dust up to half a seer per raaund or more according 

to the quality of dust in the grain. 

2. ])hann<uhi or Caoshala '. — One anna per hundred rupees. 

I .'i. Swcf^per and Pin etc. : — Two seers per cart load. 

4. Weighing charges: — Six pies per bag of about 2.J maunds. 

.5. Commission ; Four annas to one rupee per Rs. 100. 

(The rate vai ies w ith the nature of article and the artia). 

The comiiiissicn is either paid by the inncluiser or half and half by 
both the pina'liasei' and the .selho-. 

IMT. The charges in the mofussil markets aje certainly higher. More- 
oxer the wt'igiits are not standard as in Delhi market. The complaints 
of undvM'-xveighing are very common and most serious. There are no 
chargt'.s other than those rnentiot)ed above. 

01 s. 19. (o) The imactice of storing grain h\ the agrieulturists is 
hardlx known in tliis province betauise he is constantly harrassed at 
the time of harvesting by his creditors to })ay up his obligations, in 
the ease of only those aginculturists who are frt'e from debt the gram 
is stored in tlun'r housi's in closed rooms. No bags oi* other material is 
used for storing. 

i^i) In only very rare cases the grain is stored at the market in ex- 
pectation of more favourable rates. There it is stored in bags for 
which the owner has to pay rent according to the custom of the place. 
In this case alone the stored grain is utilised as security for obtaining 
credit, which is generally 75 per cent, of the estimated i^riVe of the grain. 
lntere.st at 7.\ pjcv coni, has to be paid on siuh adx'ances for the actual 
pc riod, 

61P. 21. The harvesting reason coincides with the major requirements 
of the agriculturists, e.g., ceremonies, land revenue, rents added by 
presaing calls of the ereditors to pay up their dues. Naturally there- 
fore it is the only time when an agriculturist requires the greatest 
possible facilities for credit to enable him to meet his immediate 
urgent obligations and withhold hie produce if he finds the market 
un f.^vourable to him. 

e$0 At present no such facilities exist in the mofussil markets. Ip 
Delhi market of course some facility is offered by advancing up to 
per cent, of the estimated price of the produce stored and that too is 
rarely availed of. 

Mesfirs. Iftr Singh and Pitamhar ^finpk. 



^1. tt. If proper credit feeiiitiet be provided duriog mmrfeetipg IkMre 
mre possibilities of forming pools. Ilia should be undertaken at Qov* 
ernment expenses, co-operative effort is not likely to be successful in the 
matter of transport; but in the matter of marketing co-operative oom- 
misaion shop is the beet method. 

D. — ThK long PEBIOI) loans for AORICrLTURK. 

622. 25. There is an appreciable demand for long term credit in this 
province generally by the small cultivator owing to his having uneoo- 
nomic holding and also by tlie upper class of the landholders to some 
extent. 

623. 26. There is no such institution in this province which gives long 
term credit on the security of land to the agriculturists or tenants 
except (iovcrnincnt which distributes talari for sinking wells to the 
landlords only. 

624. 27. In tile case of iakari loans under the Land Improvement Act* 
the note on c|uestion No. 13 holds good. 

826 , 29. 'J’he i..and Alienation Act is the only legal impedimaint known 
to us to the mortgaging of agricultural holdijrig; hut it has no 
adverse effect on the agriculturists’ capacity to raise capital for long 
periods. 

626. 20. There are no mortgage banks in this Province. 

627. 31. There are no land mortgage or any other banks for the pro- 
vision ot long term i-rcdil in tliis Provin(M\ 

e2S. 82. In ')ur opinion a mortgage bank on eo*< perntive linrs is the 
only suitable form of institution which (‘an be wmrked to the advantage 
of the )andi( ro and the tenant. A copy of its model bye-laws* is 
attached for refereiv'c • — 

(a) Please r(‘fer to bye laws 21 to 32. 

(h) The capital should not be restri(-ted. Value of share should 
not iic mor<‘ than Rs. 10 |)ayable on admissimi. 

(c) Does not arise. 

{(i) Please r<'fer to bye laws 30 to 31 which relate to th(‘ pi riod 
am! otlsrr eoitditious of such loan. 

(c) (i) Def)ositH from inemhers and non-memiiers slunild be taken 
for long periods and the time of repayment should coincide 
with the time of recovery. 

(ii) Loan.s central institutions should be spread over 

considerably long period in half-yearly instalments. 

(iii) No debentures should be allowed to be floated direct by 
central banks. They should he allowed to he floated by 
the central financing institution which should ordy be 
the provincial bank. 

(/) The debentures should carry Government guarantee fon 
interest only. 

ig) When the public is not coming forth for buying debentures 
the Government should give an impetus by buying a part 
of these from its own treasury. 

{h) Yes, the debentures should be included in the list of truste*; 
securities. 
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629. S8. Deposits should be taken for long periuds payable in recovery 
veasoBB, Lmbb from central institutions should be taken for long 
periods io|;i.yabIr in half-yearly iristalnieiits in recovery seasons. 

630. Debentures should be transferable and their payment should be so 
arranged that the bank should not be embarrassed by heavy demands 
at one time. Interest on all the different forms of liabilities should 
be payable half yearly in recovery season. The Government should 
guarantee the interest up to a certain rate in case of debentures only. 
There should l>e no liability for other forms of borrowing. 

631. Money should be lerit on interest at at ic asl 1 \ cv higlin ihan 

the rate of borrowing. 

632. 35. In case Government undertakes any financial obligation aa sug- 
gested in questions Nos. 32 and 33 a (iovci ijmeut ofiicial who may have 
knowledge of the agricultural conditions should be kept on the 
directorate as an official raeml>er. 


E. — Industries subsidiary to agriculture. 

633. 38 . From an industrial point of view the rural area of the Delhi 
Province is backward. Only the following few' industries exist t6 a 
small extent: — 

1. (i fir-f/Ktki nr/. —Th\s is confined to tht* canal-irrigated area 

l)ut the actuaf work of f/nz-making is performed by pro- 
fessional knhavH belonging to U. There is not much 
scope for this industry here. 

2. Gardfn prodiice, — Most of the garden produce industry is 

confined to the suburl>s of the Delhi city specially on 
Subzimandi side which extends over to Badli, a place 
about 7 miles from the city. The mahes of the Delhi city 
take long contracts from the landlords and sell the pro- 
duce in Delhi market 

3. Hand spinning. — This industry is carried on to a very limited 

e.xtcnt in Nahri ilaqa where there is sonu* ci^tton pioduce. 
In the rest of the Province the females spin only the used- 
up cotton {(oggr) taken out of quilts. 

•1. M dk and dhtr produvfion. Milk selling is confined to gujars 
of Shabadra, Jhangpura and Shakoorpur side. Ghee 
industry is confined to places away from Delhi city. 

5. Haiti or limestone or chalk extract ion. — These materials are 
extracted from the strata or the rocks and the beds of hilly 
streams in Vahari ilaga of the Province This is generally 
done in the slack season of the yeai\ These industries arft 
impoverished for want of proper organisation and capital. 


F.— ‘Rural co-operation. 

634, The co-operative societies are not money-lending institutions hut 
village banking centres in that they not only give loans but at the same 
time they receive deposits and encourage savings. This is illustrated 
by the fact that nieml>er8 of co-operative societies have within a short 
period of about 9 years saved about Bs. 2J lakhs in the form of their 
capital and besides this the total amount of deposits of members 

Messrs, Bit Singh and Pitambar Sinph. 
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the outside public amount to Rs. 32,8407- in these credit socidtioa 
j^ey resiiict theinselves only to lixed deposit accounts. The amount 
of such deposits is apparently small, but in a country whore money- 
lending is a paying concern no better results can Ih^ expected. How- 
ever the faefc that the amount is increasing every year is a clear indioa- 
tioii of their increasing confidence and capacities. 

Figures of deposits for the last fQur years are as under: — 


Year. 


19:25-26 

1926 - 27 

1927 - 28 

1928 - 29 


Amount < f 
tieposit. 

Kh. 

. 7,556 

. 13,595 
, 29,372 
. 52,810 


635. 42 (1) The Central Co operative Bank has opened overdraft 
accounts with the Imperial Bank of India, Delhi and tin* Mercantile 
Bank Delhi on the securities of Government paper lodged with those 
banks. 

(2) The surplus cash balance is kept with these banks. 

(3) Money from one co-operative bank to another co-operative bank 
or 8oi‘iety is remitted thiough the Imperial liank b.v remittance 
transfer rc(‘eipt. 

There is no other relation with them. It has al>solutely no connec- 
tion with other joint stock banks or the indigenous banks. 

636. 43. The defects of the existing co-operative credit sfadeties may 
be enumerated as under: — 


1. Co-operation is a movement of the people, It is therefore 

directly governed by their mental outlook, general intel- 
ligence and their economic life. The rural population of 
this Province is backward in education and the economic 
life is poor. Consequently the general understanding of 
principles of co operation is poor. Tht^ econoiriic position 
being weak the object of starting societies is considered to 
l>e l>orix>wing rather than the improving of their lot. 

2. The movement was initiaBxl without proper and direct Huper- 

vision. Its iK^ginning w^as rather hasty. The foundation 
in some casf‘8 was therefore unsound. 

3. The high prices of agricultural production and the inflow of 

money during the Great War gave a biwl impetus to extra- 
vagance on ceremonies. But soon after that there followed 
the period of scarcity and famines which has weakened the 
sources of income and consequently the repaying capacity 
of the agriculturists. This has anected the recoveries in 
co-operative societies also. 

The solution of these defects lies in persistent and patient team- 
ing of the true principles of co-operation, iq^ improving 
their agricultural resources and in di8<joura^ng extra- 
vagance with oo-operative efforts. 

687. 44 . The co-operative movement has succeeded to a large extent in 
meeting the legitimate financial needs of agriculturistSjp^ as is clear 
from the answer to the next question.- ^ ^ 

^ E 
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The total liabilitiee of theee oo-operators as worked out in question 
i amount to Rs. 22 lakhs nearly out of which co-operative societies’ 
loans come to about Rs. 7 lakhs, nearly l/3rd of the whole debt. 
The co-operative societies advance loans for only the legitimate re- 
quirements of the agriculturists, and we think that if he is free from 
outside liabilities this amount, witli the adebiion of nearly 1 /3rd more, 
will be sufficient to meet his financial needs. This comes to nearly 
about ih. 20i) per faniilv iind the total rough estimate is Rs. 10 lakhs. 
This does not include long term credit. 

038. 46. There is no cf>mpetition between the co operative bank and 
other kinds of hanks. 

fiOfi. 47. The ^‘Mancial eoneesaion granted to eo-op('iMtive societies by 
exemption from income tax should l)e extended for reasons given 
below : — 

1. Tlie eo operative societies are not |>rofiteeri ng concerns. 

2. They do not ex])}oit others for the sake of their members. 

3. Their aim is service of humanity and they work on the maxim 

of ''raeii for all and all for each”. 

4. The membei'H offer the heaviest liabilities which shows the 

extent of sactificc which they make for their fellow 
bret In en. 

5. Th(\y faithfully observe the restrictions on dividends as laid 

down by the Act. 

Thoy ar(‘ open to all and work on the basis of individual 
I'atlier lliait on ca])i1al, ('(msrMjurnt ] y the <‘xem)>tion from 
income tax should l>e consid<ncd as a pi'i\ il<‘ge I'alhcr than 
a concession and the co-operative institutions should 
continue to (mjoy it. 

As reg ards lli(‘ ini'lnsion of debentmes issr.cd by tin* Provincial Rank 
in the list of trustee s(*curities it is suKgest<al that this privilege should 
also be (‘xteuded for attracting funds from the ])ublic to the co-operative 
mortgag(‘ banks for long terms and unless the (b)verriment gives an 
initiativ(‘ (*ith('r by snfrscribing to -debimtures or giving a guarantee of 
jnt(M‘es( on th(‘st* the required fund.s may not l>e forthcoming. 


(1. Non AO.IUrVT/f lTRAl, ('HKniT AND I XDKBTEDNES.S, 

64<’'. The (’o operative activities in the nrl)an areas were' initialed very 
lately. Wo hav e so far touched the foihAvmg ( oniinunities : — 

(a) Offire c/( rks. — Most of the. people of this class are immigrants 
from different parts of the c<nintry but since they form a distinct part 
of the urban population we treat them as a community. 

The rate of interest varies with the class of clerks. 'Fhe Govern- 
ment of India clerks who are migratory have to pay a considerably 
high rate. It ranges from 12 to 300 per cent, per annum. Tlieir 
creditors are the petty shopkeepers attached to the offices. It is in- 
teresting to" note that the frontier Pathan who is much dreaded in 
the viflagoB i» entaoigling this class of eduoaW gentry. Now we have 
a good Dumber of co operative credit societies among them. They not 
only finance th^ but encourage savia^ and in our opinion the co- 
operative credit societies are the mofit suitable banking institutions for 
this class. 

Bir and Pitmnbnr Singht., 
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The other clerks with a comparatively fixed habit4ition have not 
to pay so heavy a rate. It generally var es from 12 to 18 per cent, per 
annom. The shopkeepers and their fellow clerks are tne creditors. 
Co-operative movement is making headway among this class as well. 

It is impossible to estimate their indebtodnesa. They never expose 
it and neither can we adopt any basis to calculate it, 

(b) Grast — There arc two types in this dass, the Ptirbia 

and the Mtdi.imnK'dan. We have not so far tom bed the former, but in 
the case o; lin latter the rate of interest is i>^*r cent. }>er annum and 
2 per wrA. a<lditii*na! cliargcs. Their eicdito's ari’ big grass eon- 
tra< tors or sliOpkeepcrs. 

They have no l>anking facilities. W(‘ have started so far one soidoty 
among this class. 

It is not possil)le to drtermine tluir indclitcdiiess l)ccauS4' their 
dcljts are of a transitory natuia^ varying from month to month. 

') .1//7 flat/ .{ 7/7 v.--Conimon ratt‘ of interest is is per cent. 
Ill: hri\'r TUi bankiriC {a'ditics. strok'd (^v<» so i\ e 

it s<Ki(‘jn:s It :s not (o t.stiitiatc' their imlf‘btcdncs.s for 

rca f/ns stated abowr 

( ^) 1 ' hi ! / jntM‘r<*st. va.rios f rom isi f,) 2\ pm* (omt. 

d'hrlr r}7 (i'tors : ?■<• log c< mt rjo'l or^ or bankm s. 'They avr immigrants 
from < oirgaon .side. 

Xo i‘stima<i‘ <d tlndr indebtedness is possib](‘ for want- of HtatiHticft. 
They an* gme raliy very highly indri)ted. ('o o|M‘rativ(‘ syst<*m is suit- 
al>h‘ to im])rov*- flicir (*{‘onoMiii* position but they are m>t loyal clients. 

(t ) Sh(t/ f/xil f j 7/n///n /’.<), — There are two systems of money lend ing 

iurinng the- one is tlie rnfhj syst<‘m that is Its. 12/- have to be 

)»aid for each unit of ntfhi of Its. 10 -. A sum of - 4 is dtHineted 
]>ej* unit of rotht ii<t:rarni. 

The second .system is tiiat the ereditor advances a loan of Hs. 100 
and g(*ts a l)f'nd for ]\s. 12t) j)ayal>b‘ within S niouths in e<|uat monthly 
inst ;v|jnen( s of lbs. 15 eaidi. \o intm i st is charged. Hut in ease of 
dt'faub, M.;i a.dddional chaigt- om* .inn.i pm* ru)K*e |M'r inonlli in 

triadcr 

Theis are no hanking facilities. Co-operative syfitein on induHtrial 
lines is the suitalde foiin of <*re(lit for thi^^ (‘lass. 

bib 50. The CO (iperative nH7veinf‘nt lias m>t as yet to'mdicd the Rirtall 
tradfU's. In ease of i ndust rial ist s an initiation was made in 1019 among 
ih^ hoenrdo'*'^: { rfitn.fn Ibit un fortiinati*! v we depended ipion a 
private initiation and the movmmmt failed. Now it is being revived 
among diffeiamt elas.se.s of indiistrialiRts hut there can he no Biuxajss 
unless iiiarketing of their prodm*c is organised. 

The financial requirements of these industrialists are not so high as 
to be beyond the scope of the co-operative movement. 

642. 51. In the urban area the credit society is an indispensible prelimi- 
nary to the coK>perative structure. The credit on the basis of thrift 
Aould be the general type, and financial independence should be ths 
immediate aim. 

643. After establishing the ordinary credit a further step towards thO 
organisation of mortgage banks andl^ouse buUding societies should bo 
tidmn up. But whatever the form all possible provision riiould hf 
adopted for full security of the capitaL 
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64*1 On the side of industries the ordinary credit system is not the 
suitable type. The industrialists should be organised on production 
HS v’cll as on marketing sides. The requirement of the industrialist is 
not hard cash hut material and an assurance that the finished goods 
will be disposed of on reasonable terms. 

644. In the ease of corisumers we strongly advocate their organisation 
on store system with all necessary precautions to safeguard possifai- 
litiet. of losses and dishonest practices. The indent system should not 
be dispensed whth under any circumstances. These stores shouiii be 
brought in direct touch with produce organisations The problem of 
milk and (jhe(^ HU|>p}y requires immediate attention. But it should not 
be attempted cn a large scale unless adequate provision of capital and 
management is guaranteed. 

645. The labour classes require thrift institutions rather than facilities 
for credit. The supply stores should be added to such societies. 

646. We may add in the end that no activities in the urban area should 
be taken up in haste. The urban conditions are not as simple as of the 
rural area^ and by a slight error of judgment the whole co-operative 
structure is likely to he shaken up. 


I.~”Indi(jexou.s danker and money-lender. 

047. 65. 7’he tollowing communities practise money-lending in Delhi 
Province : — 

Jiatfi'is (ifio/ia Brahmans, mostly hdfjria^ Hindu jdis^ gujars 
and n/nrs. The two latter are few in number. 

648. 66 . The following are the general aiTivities of an indigenous 
banker or money lender: — 

1. He is a shopkeeper. 

2. He deals in grain. 

0. He deals in cattle, /.c., takes cattle in repayment of loan and 
sells it on credit. 

He combines all these aetivitie.s with his banking business to a 
great extent. Hardly 20 per cent, of his business is in cash and the 
remaining is all in kind. 

650. It is difficult to work out the percentage of money-lenders living 
exclusively or mainly on money-lending. It may be pointed out how- 
ever that the number of such men is insignificant in this Province. 

051. 67 . The money-lender assists in financing agriculture in the follow- 
ing ways : — 

1. He gives seed always in kind, from his owm store which he always 
keeps with him and charges 24 per cent, interest irrespective of the 
status of the borrower. 

2. As regards bullocks he will try to supply one of his own which 
he may have got in satisfaction of his loan from another client, if he 
haa no stock of his own he advances cash but always relunctantly. 

For %he cultivating expenses he advances in cash generally. For 
trade he seldom assists."*^ 

^ Messrs. Bif Singh and Pitambe^r Singh, 



69 


As regards industries he gives in cash loan^ for a short term and 
charges heavici* rate of interest. It is to be admitted that he still 
plays an important role in financing agriculture and industries, etc , 
but his way of dealing is utterly to the disadvantages of the producer 
and c^onscQUcnt ly his credit impoverishes the borrower rather than 
make him piosi)er. None of them to our knowledge undertakes to 
buy shares in industrial concerns or keep deposits with them, 

652. 58. {(!) There exista no relation between money-lenders and co* 
operative bank.s. 

653. 60 . The money bnider grants loans mostly in kind. He keeps th(? 

loan ac(*<>unts either in the or on the jinlieial honds. Tlu' former 

system is more eoniinon. Ijoaiis arc advanced cither on ll)e personal 
security nf Hio borrower or in case of a bonanvci of doubtful or weak 
ciedit on the security of some other man. 

The bahf account does not contain anything else than (lie amount 
of loan, purpose and the rate of interest (the latter is illegal but it ie 
generally entered). 

The bonds contain the following terms: — 

1. Amount and |)ur|>osc. 

2. INritid of repayment. 

3. ]?aie of interest and method of calculating it. 

4. Sureties if so desired and the necessary witnesses. 

The system of issuing cash credit by money-lenders i.s not known. 

654. 64. 'riiere is a gcncual pr<‘judii‘c against the iiuligenouB banker in 
the firovijKM', because liis dealings with clients are not on sound lines. 
The prominent debs-ts in his system are as uiidm’ : — 

(1) His main object is to find investnnnif f»*r )ii ciipiicb ’ o i utter 
whether thr* borrower needs it or not or whether he applif^s usefully or 
otherwise. 

(2) His inethovd of keejiing accounts is nnsound and ambiguouH. The 
bori'ower is always kept in dark as to his account. He. gmierally Uhe« 
dishonest |iraetiees in caleulating interest and striking tin* balance. 

(3) He iJt'C'fers dialing m kind and umh-rvalncs the articles of the 
borrower wiieu reeeiwil and overvalue, s or overcharges his own when 

4 Rupp] led to liirn. 

(4) His rate of interest is high and conpiound intcri si bwcUh uj) the 
loans in a .siiort ^ime making the borrowms helj>less. His debt cnd» 
the borrower rather itself. 

As suggested in cpiestion No 10 (he enactment of legislation regard 
iiig publication and leguiation of money li ndcr’s accountH will prove 
effective to remove most of the evils. The free application of th« 
Insurious Lo.uib Act with necessary amendments is also likely to im- 
prove things. But in addition to legislation an improvement in the 
mental outlook of the agriculturists by free compulsory education m 
the real remedy. 

655. 66. The money lender i>=* generally able to meet the demand of bif 
borrowers exf?ept in the time?* of persistent famine as at preseiit. 

ever he never refuses accommodation to his approved di^btors, though 
he may have to borrow from, elsewhere* In ease of^ refusal he does noi 
let the borrowers know of the deficiency of capital, but bases it on 
some fault of his (borrower's). 
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J.— Investment habit and attbaction of capital* 

656, 79. We (f)oiv Shahabad Daulatpur village for determining the 
number of agriculturists having surplus income and the amount of their 
savings. From our inquiry we found that only 13 agriculturists have 
surplus income and their annual savings amount to Hs. 9,550 approxi- 
m' tely. 71) 'i c arc 40 families of agriculturists in that village. But 
no inference should he*- based on these results of tl is village winch is 
oru* of thr‘ }>roHpcrous villages of the Province. We have no means 
to estimate the total .savings of the proviiu'c. 

657 81, The tendency of investing eapitai in gold and silver is growing 
ratiidly in the form of vai ions kinds of orriainents. )Silver ornaments 
were common hefore the Gi eat War hut now the gold is replacing them. 

058. 82. 77)e dcmijjiat mg’* (.*ommunitie.s in the Province and their respect- 
ive haliits with regard to the use of money that they earn are as 
under : — 

1. Jaf. — I'he desire for a /jffkkff hou^^e has (Ik- hrst eba r.Lo^ on his 

savingcs. Next in ijnportancc i.^ ormuMcnts for his vife. 
Mai'j'iage, mom‘y-lcndd lig ainl litigaliun are other things 
that absorb his nu'iiey. 

2. Ahir: — He is well-known for his land graJl)l)ling habits. He 

is rather judicuous in the use of money and ]>refe)'s hoarding 
to taking a risk hy imVilicity. 

3. (,,'if jd/- . — He is characUu ised i)y a keen sensi* of resinictabil ity 

in o^vni!lg a htu'd of eatlhy a good fioise and a pair of 
I'jold earnings and his v(‘ry ty]>ica] n(M-k]are. Idle Iff j is 
another sourct' of drainaga' of his wtcilth. Wheiaas a pcikka 
boiist' an.d rt pompous main’iagi' l)ring scsjM'ct ability to a jat 
fainiiy, th<‘ pu jdr ('.arns Ins i-esprct a.lfi I it y hy ic-^’^brniing 
kd i (‘cia'mony with grandeur. 

1. li rn h ni •'! n 1 1 (‘ lind -; bis mons';v- I’cmu nera t i ui niom y- 

leiiding than in any other foi’in. His rate of intc}V‘st rises 
to usury. 

5. Mayo : — Tlu' litt!(‘ money that h(‘ may have is invested on 
bangb's and tiu' tyjiically needle-worked sheet and ghagra 
of Ids w i f(\ He is litigous also. 

650. Will] tlic cxcej>tion of coo])cra«ive so('i«'-tie.s no other institution oB 
the kiinl has lonclt-'d tlu'se classes. 77ie inoral f'ffcet of these co-opera- 
tive soeieties towards imlobing in them the sviirit and practice of thrift 
may be judged from the fact that within a short period of about 9 years, 
1\H. lakhs hav<' been saved in the shajie of shares and profits. In 
addition to this the nit>vemcnt is cxendsing a healthy rffect in making 
them more, economic and forcsighted in the use of money. This is 
further supported b>' the fact that a practical spirit has been roused 
in them to curtail wasteful expenditure on ceremonies by organising 
Better Living Soeletes. 

660. 83. The farmer lends to fellow agriculturists generally on terms 
similar to those of the professional money-lender with the addition that 
hie either lends on hypothecation of land, or gets the land mortgaged to 
him on settling his loan .account. As to investment of surplus money 
the reply to question No. 82 may be perused. 

66L 84. The cheque habit is limited to the urban classes only. The 
abolition of stamp duty has encouraged its use on a large scale. Gene- 
i»Jly the educated and the business class of people use cheques. 

Mrsftrs, Bir Singh and Pitambar Singh. 
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The distribution of salaries of Government servants and bank en^ 
ployees by cheques will promote the cheque habit but sulheient facilitie* 
for cashing them by the i)anks should be provided. There is trouble in 
satisfying formalities at the time of getting them ciKaslied. The 
system of ideiitifieat. :i cuids ietrc^dneed by the Post^il Depiotinent nv 
this respet t shmilii he .iiit)pted by (^ther banking institiu »ons. 

We strongly advoeat^^ the use of vernaeular seripts in hanking. 

602. 85 . Wt^ eevt.'univ suppeni tiie \itnv that the hanking and iivvest- 
inent habit in Indn? is ( f very slow growth In our \ uwv this in due to 
the following^ (anses; — 

.1. I'Kan (M;r point of \ lew noileet uig and hoarding of 

wtahl) iH ]M>t tlu- ira! aim of nnr life. 

2 Till' i iduM'i { fd idea of iioit-nrily tni acanmni of llut fmar of 
iort,“ign I n s‘a.> 'ons is stdl in ns. 

3 . I.aek of <d:i<;*tional and tfa' stiorig boh! of canisirvativn 
notions. 

a T.ack of fa'. jlitios and real elYoits to eiieourage lint haldt of 

‘m \ i ng. 

3, Shyrn ss; cnpit/il and want (»f faediln‘s for its isasy fiow. 

In ?]n' inra] aTS'as e joperatac soeieiies and a fev, Poslal Savings 
IkniKs ai* l!:!' os' ,’ I • f.MS'in: 5:0 s-i'.-ni-./s and niNesinicnt liidets. 

In nt'lvai! .irras. 0} nv', . ir'sc roe mam <h'iTM('n! iinaiinlums, d'ht* 
rmai! iioi miahon h. s ) >ra'. rn-;'. ii \ idih' faedinue f'n ilie i n so/jg nn-nt «.d’ 
tlu'ir sruings, 

Ida' < fa*, iliti'-s e sn he < xtended hy o|i» niip; l*ost t )fliev‘ SaV' 

ing's hanks in ta ni r; '• o'loes '.-f la’-.-d aio;,s. }*;l tin* eo opnail j\'e mo\a.‘- 
nu nt e in do 'aill :o-,« Lter ser\ iia: than an\ o(in-r in^-litntion if a 
canijiaiicn 1.' imad*- ?(* edmate ihe agrien It nristo' to realnn* tin* hhv^singK 
of sa\i'n.'y. Anion* : Mnnjt mnsl * tljrifl softietns eiea n,r;p.n in; rai viiigs 
in Lnain am' rif a 11 n !<}•;" value, 

G 63 . 86 . Poslai cash certiheat<*s tnay he popular aiming tfie urhan 
elassf‘s hut lI'M v' .0. 1 oi ava.ihal of in the lural areas. 

The I’o-l ( )lru e. rsavWigs Ihink - l.-.ke no rai i I, j('n hu' ('am' to affonl all 
]u>' - I’nii,' faeiliii'S t) ihe onhlie. Oidy tlie nrtn wlio knows the \‘aine of 
savings, nm, the ei'acatod and the hminess man avail tlnenKidves of 
these faeilities. Fhe ' .a-, intfs haul' aeeonnt is not th-e p'linaty «d)jeefc 
of a }>ost offu'e hill M \s rather ■ romlars . Natura!i\- irnu t' al ti'nl ion 
is paid to the primarv una-k llm.n <0 the seeondarv orne We* ^'an 
at! reef ♦eln r c ity reijr*lar proi>aganda and hy adopt ing a proee- 

dure tied is eonnistmit with the n"ture of theii ir- onn'. We have 
referred in the last pnestion to ilirift in grain on e<Mtperalive lirn-B 
for the agrienlturisls. This each <dass requires a separate treatment. 

664. 92 * The following suggestions for educating the perjple <0 invest 
savings in productive undertakingK may prove effective: — 

(1) By illustrating the productive undertakings through cinenp^ 
films; as was done in the ease of Mandi Hydro-electric 
Bchcme- A similar procedure is adopted in European 
countries fo ooultry, dairy fanning, cattle breeding, etc. 

(2; By illustrating through tables or diagrams the accumulation 
of savings at different rates and periods. 

^3) By illustrating comparative merits of productive and waste- 
fnl investaenta. 
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( 4 ) Free and extensive publicity in all scripts of the country and 
by engaging a regular singing party. Similarly there are 
several other ways of educating the public of the advan- 
tages of insurance and other forms of investments. 

94. All the banks are located in Delhi city. The rural area is 
entirely rlevoid of such institutions with the exception of about 240 
primary co-operative societies. 

These I)ank-S may l)e adequate for the urban at^as but none operate 
in rural areas. 

()&l 95. The following arc the places suitable for opening: — 

1. Offirr Savings Bnnl'R \ — C’hiragh Delhi, Narela, Bawana, 

Badli, N^angloi, Palam and Kanjhawla. 

9. Ca-o/H rati t'e rrr/Iit — There is one at Delhi and there 

is no need of fipening any other such bank anywhere. 

3. Mor ffgtf/r : Tv,'o such banks, one for redeeming mort- 

gages of lands and providing long teian credit for the rural 
area and one for the urban area may be started in Delhi 
city. 

4. Joi/ff sfnr/i- ha /Us. — These can be started fit Najafgftrh with 
branches at Narela and Shahdara. 


Oral Evidence. 

667. (Uiiti/ tuati : Are you both Inspedors here ? — Yes. 

4568. Both of equal rank ! — Yes, we are in charge of separate divisions. 

669. Has I)(dhi ri'ovince got two Divisions ' —Yes, I (l>iv Singli) am 
entirely in charge ot nival areas and he (Pitainbar Singh) is in 
charge of urban and a ])arl of rural areas. 

670. A. Baf hlUir/i : They work under tht‘ (drcle lx(‘gisti*ar of Gurgaon ^ 
— First of all the Government gave one Insjiector for rural area, because 
the work was mainly started in that area. Then wc asked for another 
Inspector, but as the work was not enough in the, urban area some 
rural societies were placed under him. 

671. iUiairauin : How many co-operative societies are there in the Delhi 
Province '{ — There arc 283 in all including 234 agricultural credit 
societies iu the rural area. 

672. How many villages are there in the Province ? — 305 villages. 

673. You say on page 4 of your memorandum that the revival of the 
old patK'ha t/ata is likely to reduce expenditure on wasteful purposes. 
How can it be done I — We find that eveiw body is competing with 
one another in spending more money on marriages, and death cere- 
monies, etc. If M’G have the leaders of the villages combined together, 

make them exercise control on people in order to reduce such 
expenditure, it will certainly help to a great extent in reducing the 
expenses. 

674. Is there a large number of zamhidar money-lenders in your ilaqas ? 
— The number is growing now; but it is not very large. 

675. Their methods are the same as those of the hania money-lender ? — 
Yes. 

Mi ^fisrs. Bir Singh and Pifainbar Singh. 
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676. The rates of interest are also the samel— Yes; the only difference 
is that when the money is not paid or when there is no hope of 
recovery, then the znmittiiar moiiey-lender takes the land under ntort* 
gage. That is the only difference. 

677. Is there scope for extending co-operative nioveinent here in the 
Delhi Province I — Yes. In rural areas there is great sco|>e. We have 
at ]*rcj<em got sov'ietit s in 17o villages oidv. 

678. What work you doing in the urban areas I — We have been 
startiug co-operalive credit sociities. It is only two or three years 
since the work was started here. 

679. What sort of societies have you starti'd in urba!\ ureas f For the 

present we have 39 societies in urban areas. Out of these ten are 
in the offnes, while 1 are thi’ft societies and (he rest are of people 
of limited means, i.f., lal)Oi}rers, {/hosfrs, cte. laiueatctl 

('lasses arc included in the thrift so('jeti«'s. 

680. Is rft/if> sy<t» iii vm v mu< h in VMi;vn> h( ic t In iri tion jnirts it is, 
but now it is (Jeclining on account of regular failuie of c’rojiK. Peojilo 
are not able to pay their dues punctually and for that reason they 
are trying to extricate thein.selves from this vicious system of 
credit. 

681. What is this “Peoples International Education and Coininorce, 
Limited” which \ou have mentioin-d in your mruu>i anduin ? — These 
are some loan companies having big names. It was recH^nlly started. 
It has only a name. 

082. Who is the Director or Manager of this company 'I — We don’t 
know. 

(‘8 j. Are they still ear rying on their operations here' I — From DtJlhJh 
t'ity they have now transferr(‘d thc'ir headcpiarters to Halandshahr 
l-)i.strict. because here some .strict action was being coniemtilated 
against them 

68;. Do you know the name of the Manager oi Secretary ? — No. Th(*y 
sign their initials in such a wa> that it is not rcadablt? by any jiersou. 
Tiic\ don’t mention rny names. If yon want, we can give you the 
prospectus. 

()85. /. hnf Lisin n. — One of the DircclorH of the l.ouus Lank is in jail 
here. 

686. ('fm i ninui ■. You said in answer to Question No. 12. “Tlic village 
rnoncydciKicr always advances in kind for HCM'd and cattle”. 1 h it of 
had cjuaiity ind .sii})[>Iied at high rate of interest ? — Yes, 

687. Ptof. ^'fnPthnir: The memorandum which you have Huhmitted is 
the same as those f(>rwarded to us liy the Circle Registrar ? — Tho 
Circle Registrar asked uh to send replies to certain questions whi^ 
ycur Committee had requested the Registrar to furnish replies. 

68S. We ha\e got one Bigned by (he- .Siqierintendent of the Circle 
Registrar for the Circle Registrar which word for word ia the Bamf as 
this? — He might have forwarded our original replies to your (k)minittec. 

689. Chairman : Does ^he memorandum represent your views or the 
views of the Department ? — Our memorandum represents our own views. 

690. Prof, Chahlant : Kindly turn to the first page of your written 
memorandum. You speak there of the hainiyat register. I want to 
know, in view of the fact that these hmniyat registers are verified 57 



74 


the inspecting or auditing staff of the Co operative Department every 
year^ whether the*new huisiyat registers are really more reliable than 
the old ones ^-T-Certainly, the latest entries in the haif^iyat regis- 

ters are more reliable. 

You are not of the view that (he earlier ones wer^ more reliable 
because the rnembtnr (her* s|)oke the truth more readily not knowing 
the importance, that will be attached to the eTilrie^ therein at the 
tiriH of (ieterutinijig theij- loa.n^^ •; la Ih*' 1>; ,m o( tiu* 
lh“ Tnotivc of ilii;. r’c:?:h-;tci- t-; d uml tln fchcrc ite ii/hers ( idc-r 

piv(' too high fipriu't's in oj-der to Jittract. more .^vnipafliics or th*‘v give 
hav hgn!‘cs to imprc.sH their insolvency. As the s 'cnrity gi'ows they 

ir’gin to realise tin- real rnolivi' and give more correct infomiation. 

I'he Seereiary to tliis committee has addrerscai ve.o a ie^tler, ciated 
the Hth I'\‘b]iiary llK'iO a.sking tor hkhc detailed itifoiTnalion on certain 
pwiiits on which yr)ij liavi' given us sonu* statistics on trig ’s aS-Mi ? — We 
lave not receivesi the information from tlu* Sub Ins|>eclors yet. 

fJh.i V <)U sriv that yon liave not yet j ei'civ ed rhe rerjort from 

tJie Sob- Insj )( ef ( n s of eoof era 1. 1 vc soeieto's, ’d !;en wiH v on h<‘ ? }>le 

to supply us with that statement^ ; — We shall send it on to the Com- 
mittss' tn a wci k <n' t^'n du\.s’ i:ne‘. 

h!>4. I notice' (f'at the hguress of df'bts ineurred by mendiers of co 
ora rati v(‘ ns givi'ii in voui’ written mernorandurn differ wry 

inneli froin thoiu' ligurcs given in the }^frsl:r}f veri fei' f-(>nt to ns. 
flow do yon r.ec‘onnt foi tins diffvu ( iiee ? — 'rfieie eaniK.-t fa- any Oiifer- 
enee. 

fTh5. The tofnls of indebtedness giwn in your memorandum is Rs. 
:.'d, (>si,0()0 ;nul odd whilr tlio.'c in tlu' hnisii/af re'n'i' O'r -liow enl;v 
h'fi, J'1 lakhs and (tdd ' - dd" »'<■ v <ne s(nrn‘ iiii.-dake: in arriving at the 
lots] fiynre.^- v.dii. h v, ■ Iniv- i.cti'h'f] )nt r on. 

hh(). Thit how do von aeeonnl ro)- .simh a big differei.ev' ? — There might 
}>e ni]S])rinls also. If yon \,i!l kindly send me a, jcoof copy of tlicse 
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t>hs. There is anollun’ diiiermiee whieli 1 iu*tie(‘ herm You have given 
Ivs, p.d as the avirage amount of indebtidness of eacdi member, whereas 
I lind that i( only Ms. T‘).y in tlu' reiristei ' Ijs. t)h is aliout 

the eorreet figure. 

1 9h. ^ our .statement (n tlu* total deld of the I^rovinee you seem to 
assume' that the iru'nibv'rs (>f the villagr' (-o-opera tive soeicties are 
t\pH‘a] of the whole pt'pulation and that these societies do not include 
}>eisoMS who ai'(‘ excei>iiona]lv heavily in debt or exceptionally free 
from debt. Otherwise you (‘annot multiply this average of Rs. 93 by 
the total number of the ruial population to get the total indebtedness of 
tile 1 rovince ? 1 think members of eo operative societies &re fairly 

representative of the rural population. 

/OO. Do you think it is so in every village? — In the case of members of 
new societies, of course, they are not thoroughly representative, but 
all the societies old and new as a whole are fairly renresentative. 

70). The older your society, the greater must be the influence of your 
CO operative society on its members and their indebtedness must 

♦Appendix I. 

Messrs* Bir Singh and Pitambar Singh, 
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naturally he least — Yes, but in a district where ^people are extremely 
conservative and illiterate about 10 years life of crop movement cannot 
exercise any appreciable influence in the indebtedness of the members, 

702. Because of the mutuai control and granting of loans mainly for 
prodnetiveif)urpoBes, the debt of these inemhtMs must be smaller than 

the average debt ftu- the wiiole nuai populsitioii. Is it not i It luay 

be so. 

^ou have affiinly vuadt‘ a nn-chanieal calcuhuion of indebtednefiH 
fov the who)'' Prr^'. t,ij tlu' ba^-is of your <m» ive returns? — 

Viewing in that light, yon might lake it to be so. 

7( 1. Aaior,g tiie rural {u^fuilatiou th(at' arc landed pta^ph* and land- 
less people, aip’i<‘iilturist s aud u >u agiit'ulturists iuchuliug money- 
h'HdrrS.'"^ All llu'st' pt'opjc ai\' ui>t lueiehcrs of \aau‘ s - h iet o'.'; T ( )u r 
sr (•{(''liej- ha\ e as their nuoidar: as i icull iu aad 
also. 

705. Auioiia'' tlic f;ot. agrirnh ui ists there must he juoiiev h uder- also in 
th" nn-al area>^ ’ Ye . 

7(''s Will the d(‘ht pel luaad he the saiur* then f'U- liu sc rlasM‘s also 

1 ‘.h.). : say So. 

7oT. S<a you aL,o'e(^ that- it is not safe to ealeu’ate {he total (h'bt rui the 
basis r'f N'oiir rel iri. Tluit is o\i! Ikosih, hiii voa iuigiu di’aw xanir 
ow e<uu'lustons. 

7t»s. You admit t ins is |)urel\ a ej!*’ s av ork ■ - I ha\ t* e\))lam(ui ottr 
bau: of caleiilat ions. 

Ton. on say von s.ei*-ete({ 1:! represt n i t i \ < - villav^'s. vmu ! indly 

^tell ms V, liy yon er l! iliein represtou at i ve ! lunun tioint of geograplu- 
Cid di\!'.;n. fhev .'ne Ihoron.-Mv rsp ro .-<01 { a t i \s'. 'Tiny r<‘present 
ijTigahsl aJid no:; o-nyated :vrea-, piou at a nmn s and IjHiilur ttaiW;>^» 
e*-le., \^■hi(i! ate ihe fo!:r imtnt (b\ i-nae- of (iie j^rovinee. 

Tin, I not_i,a ri‘ tM tl-f vl' oiih. \on jr \e ei.on ns tliat ilu-se 15 \iifnges 
have a eo opera! i\"e soei:t\' each / “Yes. 

71!. Afid of the rest as mnny as le.o xilhurr^ do mU h'ue a eo operaiis’e 
S(K‘iety I- Yt'S. 

71'5. So then, to work out an estii^iate on t!<e basis of these rignj*e3 
would la* w as non o-(a oiauat i va* \ ilk'U';es havr^ not berm t/tke/i into 

enusHiera ! ion ■ - Yes. but I .have •dre‘nd\ e\j»la.!nfd tfitt abeeft a few 
yeais ma rking ot a. roop'raUn*- H*ah* |o sluH'h] not in or^ieddered to 
have eva-reis'd a!i\' arca\t ' ff-an ]\: tn*' uid- bt • diea, {);“ the ^ ilifi.ge. 

7J3. So then, tinvse 1 5 vihages are more f.v ajmadile thuti the otlum 
\'dlages ill the thn^a arul tlnyv are jiot ja^presf nt.nt i \ * (Un^s, ;m you 
say, exem pt geograj)hi< all> ? - 1 hax e r xplaiiicd my [)oint in la ply to 
your pieviouH rjuestion. 

714. And another thing is that in sr.me of these 12 villages, the co- 
ope^ati^e soeielies have been in existence for long while in many 
others they are of recent growth ? — Yes, but that wall not affect tho 
posirton in any way. 

715. It will not affect the average onlv if the co-operative movement 
has not decreased unproductive debts / — You should not take 0 or 10 
yruirs as a pretty long period. In fact, ten ealeiidar years Hhould he 
cvnisidered as a 11 un for determining the effects of the co-operative move- 
ment which we take for our purposes. 

716. In the statement which you have furnished us, you have given 

details of unsecured debts, society debts and takavi Joans of your, 
members ? — Yea,, ^ 
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717. But in the totiA you have excluded the iahavi% — Yes. 

716. The total debt comes to Ks 5,58,138 whilst the societies' debt is 
only Rs. 67,671, #hich is only 121 per cent of the whole? — Yes. 

719. If you add to this the tnkari debt of Rs. 15,466 and odd it becomes 
Rs. 83,027, t.e., 14-7 per cent, of the total ? — Yes. ^ 

72u. 8o that on the basis of your own statement there ia no denying 
the fact that 85*2 |)er cent, of the total debt is due ^jto the Bahukar I — 
Til at is true. 

721. Will you now turn your attention; io the mortgages. The figures 
given by you represent 23 1 per cent, of the total "debt. Under the 
column “ Registered Mortgage Debt however, you show nil and 
under the htnaini mortgage you have shown only Rs. 7,340. Xhen how' 
did you g’bt tin* rigm<> under column 2 *T)ebt on Land Mortgaged'’ Are 
hrrm/ni mortgages included in the land mortgaged shown under this 
head /“"No. 

722 So then the figures under the head “Debt on Land Mortgaged'^ 
represents the amount of registeiuul and unregistered trans<actions ? — 
Yes. 

723. We cannot therefore rely upon this figure as the correct amount 
of mortgage money for mortgages recognised by law / — There are un* 
registered mortgage deeds as well. 

724. You cannot assume that the whole amount under old debts has 
n'cogiiised by iaw^ in this Province ? Yes, they tirs recognised by 

law, 

725. ('hainnan : Up to what sum is an unregistered mortgage deed 

valid in law? Peihaps you do not know? — No. I do not know the 
deteitv ^ 

72(>. i 'ro f. (^hdhhiii ! : So then, \vheth(‘r they an‘ registered or un- 
a^egistori (I you think they are popular mortgages rc(‘ognised by the 
peo[)le U S such Yes. 

727. You hav(‘ given us a table showing, as a result of your oral 
enquiries, analysis of loans ad\'an(‘ed b\’ co operative soiaeties within 
the last four years, /,r., from U)2o“2<) onwards. On the basis of this 
statement we cannot find out the real amount of indebtedness under 
various heads for the whole village because >our statistir's are obtained 
from loans advanced to members of your societies only ? — We have 
also collectial information direct from the villagers from oral enquiries 
in the 12 villages. 

728. So then, you cannot rel> on this table for comparison of indebted- 
ness under various heads between vdlages which have a co-operative 
sonety and those wliich have not?— No. 

729. I mean timt this statement cannot be taken as the basis for a fair 
comparison between the two classes of villages? — It gives only a 
general idea. 

730. You agree that unless you are able to give figures sepaiaitely {cut 
membeis and non-members of co-operative societies in these 72 
villages, the comparison will be of no use ? — We are not able to collect 
correct information or statistics for non-members. 

731. Of all the items which you have enumerated under the heading 
“Purpose of Debt’\ (b) and (/) alone, vh,f marriage and other 
social functions and litigation, can be said to be amounts spent on 
i^aateful purposes ? — ^Yes. 

Bir Singh and Pitamhar Singh, 
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T32. And all the other debts incurred arc for prodiuctive or noci'iisary 
purposes^ are they notf — Yes. 

73t*}. If you exclude items (b) and (j) you will find that the remaining 
96^ per cent, of thcs<‘ debts are incurred for productive purposes in 
alt these 12 villapres? — We have also to take into consideration the 
amount under item {a) “repayment of old debt'’ and find out how 
the old debj^^'were incurred^ and tor what purposes. 

You cannot assume that the uholc amount under old debts las 
been incurred on wasteful purposes i* — No. 

73v5 Affd for that you mav allow a certain percentage of margin. 
Taking the percentages for all these years, 00 per (‘cnt. for 1025 
89*8 per cent, for lO^t) 27, 91 B pei cent, for 1927-28, and 98'^ per cent, 
fv)r 1928 99, we arrive at the avtuage of 92 5 per cent. From this we are 
able to infer that the great bulk of (he debt incurred old and new are 
for productive purposes only Of course, IhfM: is true. Hut in a 
majority c>f eases they misuse loans even uben taken for productive 
purposes. Sometim(‘s only 50 per cent, of the amount taken is utilised 
foi In ‘ i)iirpose for uhich the loan wussecurcil and the remaining 50 per 
lent, is spent on wasteful purposes snch as marriage and other social 
funciioris. 

780. There I’annot be such a big margin of i rror in the figures given 
here for co operative so('i<*ties although 1 agn e that there might ’oe a 
very small porccTilage of money spetit on nnpri>duotivc t)uri> 08 es as 
well. Hut you must admit on the basis of thoKo figur^^^ ihak least 
i)/10(hs ()f the del>t arc incurred for |)rodu(‘tivc purposes in these 12 
villages i Ye$, we niiglit take it to be so, but actually about 5<» per 
(sont. of the loans are misused. " ^ 

737. yhere is no temptation for |)ersona who are not membeis o| 
CO operative 8oci(‘ties tro deceive you into thinking that they are 
lK>ri’owing more for productive (lurposes ? —The villagers generally 
don t tell us what is true, firstly because they do not lernember and 
st'conclly liccausc they su.spcct th(‘ inotivcH of sneh enipiii’ics. 

738. L. S/in I^ani : Professor Cliabhuii only vvants to know the rcanori 
wliy the villager.s tell you a lie The\v have nothing to gain by so 
doing?—! have already explained the position. 

738. Then do you say that ordinarily villagers arc liars?— We don’t 
mean that. 

739, You say that the villages you have chosen are icpreseniativo of 
other villages in tlie Province and you also sav that members of co- 
of>erative societies can also be taken to be fairly typical ordinary 
villagers ?— Yes. 

1 40. I TO f. C ; Then am I to understand that the figures you 

have given us are only a pure guess?— No, they are figures obUmed 
after personal enquiries. 

741, I to take these figures for the whole population in the Vi 
mlXa^n m more representative of the figures for co operative societies' 
members of selected villages given for 5 years I— I can't say. Personally 
I think the figures for 12 viflages are more representative. 

742 You say that he co-operative societies discourage loans tor im- 
productive purposes. Take for example villages numliers 1, 2 and 6 
given in your table. You find that expenses on marriage and other 
social ceremonies are much less than not only in ottier villages but 
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alao in the co-oper|^tive societies for which you have giveir us figures 
for 1925-20 in your written memorandum I — It is so, but we can presume 
that people there are more considerate. 

743. You have given up statistics for the whole population in 12 villages 
where there arc co-operative socieljes. From these figures you cannot 
draw the conclusion that i?xpenses on uriprodueti\ e pu^oses are 
much less in villagept where there are co-operative iiteieties than 
these where there are no soeieties No safe conehision ca# be ’drawn. 

74i. You that ch*f>t usually inereases with the size of the holding'? 

— \ VH. 

715. And you also say that bigger landlords also Vio row’ more tor all 
purposes detailed in your Rtateinent ’ — Yes. 

740. Do you mean to say that these people are more heavily i«. debt 
than the ve.im of their i)roperty justilies ' — Yes, there are cases like 
that. 

747. You say the debt is largely due to the money-lender ? — Yes. 

74f). Ih) you include in your estimate the villages having co-operative 
societies as well as those not having eo-operative societi<'s w^hen you say 
this?— Yes, i)oth. 

749, haisijjdt i-('gi,st(‘r shows (hat OI ))(U' cent, of the debt of the 

mem hers of co-operative societies is due to the Do you agree 

to (his? — Yes, it is a fact. 

7b0. PI ease turn to the statement No. 2 supplied by you. You say in 
the last column that since 1920, 51 money leiuhu’s have :.:to])]Hul their 
ciealing in the rural area.s of this Province \ — Yes. 

751. The total number of non agriculturist money-ienders, according to 
you, is only 17(rin the rural artuis of this Province ? — Yes, w’e have 
e.vcluded pidty money-lenders whose number cannot lie ascertained 
oorrec tly, 

752. You also find that the numl)er of agriculturist money-lenders is 8l 
out of this total of l7o p/a.s* S4— 254. This means agriculturist rnoney- 
buiders constitute' 1 '3rd of the whole class of rural monev-lejtders ? — 
Yes. 

763 And (hci’c has be('n a substantial df’eia'ase of 151 iji the number of 
other mon(\vden(b'rs since 1920 ? — Yes. 

754. Tbiru to your Siateiuent III*. Are the totals given for the whole 
village or for tlu' members of co-operative societies, only? — For the 
whole ^viliag(\ 

755. And what al)ont the purchase of gold and silver /-—That is also for 
the whole village. 

What is the basis for your estinlate of loans required for land im- 
provcmient and lor w'clls, etc. ? — Obtained as a result of personal 
enquiries. 

757. Did you make enquiries from each individual ? — We collected 

information by having talks with villagers individiially. ^ 

758. In Statement IV^ you say Can you explain th^ 

word signifies ? — It means hypothecation of land with possession, 

f6r a lorfg period of 20 years or so. 

769. How did you arrive at the figures regarding ornamente ? — From 
personal enquiries. 

♦Appendix f. 
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760. Tau say ftnt rates of interest are from 12 to 24 per cent. Are they 
the stipulate rates or the actually realised rates of interest ? — They are 
the stipulated rates. 

761. cannot say what amount is actually realised out of this? — No. 

762. Are ihe reles of intere^^t by a santitular lopney-lender sanu' tvs those 

of the ordinsirjiLimn-zafhifiJar raonejf-lejuder ? — it is practically the 
same ^ ^ 

.763, Even if the agriculturist money-lendei takes the land on mortgage 
ith |><)^-rsvioii N If it IS with possession the nas to pay 

interest. 

764. Have you ever calculated what the net income would l>e on a 
nK>rtgagr‘ witii poss<'HHion of land ! — 1 think it will hartll;. ho 4 per cent. 

Ik rtft>rtgagr with i) 0 "'S**ssu)n general or not '—No, not general. 

766 You sa,\ in answer to cpH'jition I that “the l iiicK oi the smaller 
zcunitu/fi/s are neither jiassing to the lugger oiie^ luu* to thi' money- 
lenders to any large extent ’. Then how are delils lujuidated in the 
last resort ! — It is })artly paid in cash ami partly ui grain. 

ThT. If th»* intt*re-t a(‘('umii]at<‘s, the time will eoiur \dhni tin- debtor’s 
b'* d will ha\»’ to be sold m livpi idat ion of the del>: ; Ve^. 

76^ If the land is not passing into the hands of tlu^ big yi/nindar or of 
the inonev Imder, how is the debt Inpiidated in the last resort/ — In 
most cnm^H interest is regularly ]>aid \vithi>ut any default. 

701>. There are only two p(»ssihil it i<‘s. Eitlier a man mu.st be able to 
pay this heavy raU* of interest or the land must jiass out of his hands i 
— -During good hiwrvest seasons he pays the intert^M I'egul/irly. He goes 
on paying interest for a long tiirn^ hkr* that and nltimately his jiropcrty 
trasses away from his hand.s. 

770. But you say it doi^s not * — I say only his cattb^ and ntlier jierHonal 
effec'ta go out 

“71. Evid uitly yon have not studied this j)oint \sell, is it. not '—Yt's, I 
riave not considered this point seriou.sly. 

77’J In aiiswrr to (pies{ ion 7 you say that the znnmniir money lendms 
extract laljour in addition to interest ))artieuljirly at th< tune of culti 
vation, for which entertainments are provides] /—Yes Hiis is in vogm^ to 
4 small e\t(‘nt only 

773w As a matter of fact, in effect this means that substantially lower 
wages are paid to the i)or lower /—Yes, i)ut this i.s not a general prnetij^. 

774. You have .said that co-operative soeielies encourage sa\ ings Yes- 

77j. Will you plea.w tell uh what the total working capital of rural 
societi^ is Jiave^said tliat it Romewherii about Rh. H,UK,0<Ki. 

“76. Ro out of this amount you w^cro able to atlraet. depradts only I, 
the extent of Rs. 13,840 1 — Yes. 

777. What is the proportion of the deposits by memlK-rs of co operative 
societioa-to the total working capital ? — I have not worked that out, 
but roughly about 25 per cent, of the total. 

77B. But aooording to you only Ha. 10,000 and odd repre«ent« the aaving* 
in the form of deposits of memberR of co-operative societies out of a 
total working capital v/ Ra. 8,98,000 and odd t— Yes. 

779. How many rural societies are there which get their working capi- 
tal independently of the central bank I — I think there are about 10 in 
all. 
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780. From the Report of the Registrar of Co-operative Societies for 
*.928 I find that the figure is only 5 It might be so. 

781. Do you insist on compulsory deposits from the members of your 
societies ?— No. 

782. You insiiit on every member taking up some shares? — Yes. 

783. Turning to ypjftr urban soOieties what are your total deposits for 
1929 ? — We have not got figures now. The figures rem1fti|i v||i:ying. 

784. It is given as Rs. 50, in the Registrar’s report for 1929. 8o , 
that we find that the major portion of your deposits from urban socie-*' 
ties rather than from rural areas? — Yes. 

785. Your urban societies are more sound than rural ones? — Yes. In 

all societies of limited liability we have the compulsory system of 
deposits. ^ 

786. And the bulk of the societies in the urban areas are limited? — 

they are almost e(iual. There are 20 limited soeieLics 19 unlimited 
Boeietics in the urban areas and there are two kinds; of Societies, 
credit and thrift. ^ 

787. What 1 want to know is w^hether more than half of the total 
amount of deposits are derived from the compulsory deposits system in 
the thrift societies ? — I am sure that the vast bulk of the.se are ordinary 
deposits. 

788. iDan you give us a I'ough percentage ^^70 per cent, may be taken 
to be optional deposits and 30 per cent, compulsory deposits. 

789. Will you kindly send us at your early convenience the actual 
figures according to your latest returns? — Yes, we shall do so 

790. P^xcept in some cases in urban societies there is no case in which the 
deposits of an individual are greak^r than the loans taken by him ?— 
That is frue. 

791. So then the so-called saving is unreal unless you find out that the 
growth of savings is greater than the growth of indebtedness? — Yes but 
it is a question of time. The movement is still in its infancy here. 

792. You don’t ordinarily admit a hania as a member of your society ? — 
There is ao sin^h restriction. 

793. But ordinarily there are a numlier of members of your societies 
who do a bit of money-lending in the mofussil ? — There are only very 
few c>ases. 

794. What is the m^irgin of difference between the borrowing rate by the 
eehtral bank at the one end and the actual lending rate to the indi- 
vidual member at the other end ? — Central banks borrow at about per 
cent, and the rural member gets his loan at 12| per cent. 

795. On an average for the last ten years do you know li6#%Wclf%nonpy 
has been lent out to the co-operative societies in this 'Province ? — About 
a lakh and a half, yearly. 

71)6. There are some societies outside Delhi Province. Do they get the 
same rate ?-~^Yes. ^ 

797. On an average your loans are between 4 lakhs and 8 lakhs; in 1921 
four lakhs and in 1927 eight lakhs. The average will come to six lakhs? 
--Yes, this has been the average of outstanding loans against securities. 

798. Considering the margin between 6 per cent, and 12j per cent, the 
average ever since the starting of the movem^t in 1919 will work out 
at Rs. 39,000 a year, and in ten years time it ought to be nearly 4 
lakhs ? — But the deposits at 6 per cent, have been very few, 

Messn, Bit Singh and Pitambcir Singh, ^ 
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799 . 1 am coming to that. Now, on the other hand the individual mem- 
her who according to you was borrowing at the rate of 18 per cent, to 
S4 per cent, before the co-operative society was started in his village 
ana k now borrowing at per cent, must have saved about 9 per cent, 
in interest charges, which means 48 thousands a yeaa» 8o the total 
savings should in the neighbourhood of 9 Itikhs ? — Yes. 

800. Out & this 9 lakhs the Central Bank has got only Rs. 30,000/* as 
V reserve 1 — That is only 25 per cent, of the profits. 

/. Baf Kiahen : They have got other reserves also. 

801. Prof^ Chablani : WhsLt is your general reserve in the societies! 

802. L. Bat Ki^hen: You counted the profits of the whole movement? 
103, JPro/* Chah!(ini : The profits of Delhi only. 

804. Z. Bal KUhffk : What I gathered was that you have just worked out 
these figures on what the Central Bank has lent out. One fourth is in 
other Provint'es and one fourth in the Delhi Province. 

805. Prof, i^hablnni : How mueh of their reserve do the rural societies 
of you r Province keep in the Central Bank? — That might be known 
from the b;^lance sheet of the Central Bank. 

80^ L. Bal KUh^n : My point is that the Central Bank has advanced 8 
lakhs to societies. These include societies of Delhi Provinot^ and the 
aocieties of other urban ar^as. 

807. Prof. Chahlani \ Gurgaon societies are financed directly by the 
Delhi Central Banker through any intermediary? — It is financed 
directly. 

80S. Out of the loans to societies it .seems that quit* a considerable pro* 
f)ortion of loans is advanced to societies outside Delhi Province? 

*^09. L. Bal Kinhfn : This is the amount of loan lent out to units as the 
surplus of the Central Bank, l>ecause they cannot utilise that amount. 

810. Ptof.^Chahk^oi: That means that it is not utilis'd for Delhi 
societies. What is the total reserve that you have got ? — We have not 
got figures here. It is about one lakh. 

811. You can refer to the ha 'nhjat registei supplied hy you if you con- 
aider it reliable, which shows that the s<K*ietie»’ reserve is only 
Rs. 64,000. 

812. L. But Kishf n : It i.s right ; add profits also and this will give you 
the figures of reserve. 

813. Prof, C’hablani : What is the total of the two? — It is aliout one 
Irikh Then so far as the Delhi societies are concei ucui, we have got this 
reserve and nothing else. 

*^814. Z. Bal ithhejf : In calculating these figures you have also included 
that 6 per cent, of difference which is lietweeri the bania rate and the 
society's rate. That saving comes into the society in the shape of 
shilres. Add the shares and deposits also. 

815. Prof, Chahlani: This is the reserve and then you have got in 
addition the shares of the bank, w’'hich amount to Rg. 66,900? — Yes. 

816. So ever since the start of the movement during the last ten years 
this is the net profit of the movement in Delhi ? — Yes. 

817. Z. Bal Kitchen : Aud Rb. 33,000 of the deposits also of members and 
non-members. 

818. Prof, Chahlani: (to L. Bal Kiahen)~-Not that of non*meml>er«. 

F 


VOL. IV 



82 


810. (To .witness) Do you find that this movement haj* actually been 
able to lower the rates of intereat in the mofussil area ? — Only snghtly 
in some cases in certain villages. 

820. you take the prevailing rates of interest, are the village of 

interest lowet or hlfe^er than before Only in a tew cases of Ullages 
they have been lowered." 

821. Can you give us instances in which the rate o^* in^Kest was so 
lowered ? — There may he half a dozen of villages, in which it has bec«i» 
lowered, for instance, Bakarwala, Mitras, Hassanpur Pandwala 
Khurd, etc. 

822. Otherwise generally there is no effect?- -No. 

823. Is it the popular impression or belief, that^he rates of interest 
are going up 1 — During the famine time they have gone up. 

824. In how many years had you scarcity during the last ten years? — 
1921 was a scarcity year; 1924, and then from 1928 up to date. 

825. Which means 5 out of ten years were scarcity years?— Yes. 

826. Have you been able to decrease the total borrowiRg^.of tile iaera- 
bers ? — No. 

'i27. Speaking of your own experience as Inspectors of C-o-operative 
Societies, do you find, so far aa the primary societies are concerned, any 
real mutual control by the members ? — In a few societies you will find 
that 

828. In how many ? — Hardly 5 per cent, or 10 per cent. 

829. Is it a fact that the Central Bank, beyond giving the loan, does 
not bother itself about the actual working of the societies in the vil- 
lages? — So far it does not. It however receives the audit note of itia 
offiliated societies every year. 

830. Has the borrower liecorae more businesslike and in 

repayment nowadays ? — Only the man who has got character. 

But there is not much improvement in this respect. 

831. Is it a fact that so far as recoveries are concerned, the proportion 
of recoveries to outstanding debts is going down rather thaa 4^?®^ 
up ? — It is going down simply on account of the famine. 

B32. Do you find that the Punjab Alienation of Land Act makes any 
difference so far as the security to the society for the loans that it 
advances is concerned ? Do you find that the Punjab Alienation of 
La«d Act has actually weakened the security to the society? — ^Yes, it 
has weakened. 

833. Will you please turn to your memorandum. There you have said 

something about the leans in kind. You say that the ii^ kjpd arc 

also valued on the basis of cash? — Yes. 

834. Are the loans in kind never repaid in kind on tb# ^ 

Not on sawai basis, but when a repayment is made tiie value ^ 

of thai^ ftinount is given in cash. 

■ m 

635, You seem to suggest that this is really unfair. Is not the price of 
cnrnniodities or produce at the time when the loans are advanced really 
higher^ Is not the price of grain usually higher in October than in 
April? — Not always. For the last few years I think it was generally 
higher in the beginning and then it went down. 

836» In March or April the rates are generally cheaper than in October 
or November ? — Of course at the harvest season 
liir Sinnh and Pitamhar Sivgh. 
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«aSr. ^ere is nothing unfair in th« practii^© ?— But the hnnm takes 
Ike ralf whtdi is the lowest during the whole harvest season. 

But the price of the produce is always lower in ^arch than in aiy 
other fl^th of the year. Tbf repayment would oMtnarily be in the 
month it» which prices are at their best f — The com is ready in May, 
Some peoplef^|A^p their corn till June. The money-lender would not 
,eredit the prroS at a rate prevailing on that day but he will allow the 
idWest rate throughout the whole harvest season. 

83a Have yojLMf specific cases to substantiate your j?tdtt*inellt that the 
man has repiM^ in Junei^^hut has not credited the price prevailing in 
June ?— I will send you these instances, if possible. 

You also s«‘ern to^^ke excH'ption to the money lendei 's practice of 
}irefering to give loans in kind ? —This is the practice nowadays. 

$41. You Beem to suggest that this is an objectionable practice!— 
Certainly. 

842. How is it objectionable when villagers need commodities and not 
cash? Is aa( the whole economy of the villages one of bart<*r ? — If the 
articli^i anf^prowMed at a reasonable rate, that is all right. 

841. The olijection is to the prices charged and not to the system then? 
- Yes. 

S4L But all over the world a retail dealer dealing in imia] I quantities 
with small pien and trading on a small scale charges a much higher 
rat© than tte Wholesale dealers? — Yes, ho does. 

845. fiTkte you ever conipared the prices of the dealf in Hubriniandi 
ai.d those in the city ? There is a vast difference- alx)ut 50 per cent. 

846^ Do you find a difference of 50 per cent, in the prices which the 
money lender charges to his clients and the prices at which h© buys 
It IS not so high I think, 

847. And thetw iiniRt he iCii appreciable difference in the buying and 
'telling rat<‘ a^i^anageinent charges from his snmil business if ho has 
tn rarn his living ? — Yes. 

S48. And his rates for these commodities are the sam© for Imrrowers as 
fo:* uo#borrow ers ?— They differ. 

849. You mean that cash rates are different from credit rates ?— Yes. In 
additioji to the difference in rates, he charges interest on credits. 

850. Supposing the agriculturist has got cash, whenw^ would he get Ml 
commodities ex<*ept from the village hnnia ?- In Delhi he can Iniy from 
the market in the city, 

851. But he shall have to come from a distance of at least 5 or 6 nflles? — 
The digtatice doewiiot appear to lie so great here. 

TbiOT JKra other temptations in the city ? — Yes. 

|0g: But th« who is conducting business on a small scale .Jp a 

tmall village must have sufficient earnings to live if he is to seri© the 
village Yes. 

854. In reply to Question No. 18 you say that the money len4pr takes 
the whole prcduce and takes it out only when the corn nuirket is 
favourable. Who thi n “eo the corn in the wow/f m ? If the money- 
lender corners the whole supply whence does the mnmd get its supply 
ia the harvest seafrou 1— He sells the corn when the rates are favourable 
if. him. 
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855. But everj^ day in the harvest season some corn is sold in tjw mandi. 
Who brings it I If the money-lender is cornering the whole wing for 
sometime nothing can come out in the viandi till the market rate 
tiecomes favourable'/ — Partly he stores and partly he takes out.^ 

856. So your suggestion that he keeps the whole of the produce is 

wron^ ? — No. ^ 

667. Otherwise there is nothing to sell in the market? — He may some- 
times store it. 

858. But you know that he stores a portion and not* the whole? — What 
I meant was that the bulk of it must be stored. 

8.M*. Them the hulk of the produce is not sold ’n the inandis in the 
harvest season ? — Yes. 

860. You have mentioned in your memorandum the various charges 
borne by the agriculturist in the mandi. Which of these commissions 
will your commission shops be able to avoid, if you open co-operative 
commission shops, as you suggest ? — They have to pay these charges, 
but slightly less. 

861. But the bulk of it has to be paid? — Because the practice has to be 
fol loured. 

862. You suggest in your memorandum that the arhfia advance 75 per 
cent, of the estimated price of the corn when it is stored and charge 
only per cent, interest. Will a bank be able to charge less than that 
rate? — No. The system of giving advances is confined to Delhi market 
only and does not prevail in the mofussil markets. 

8nn. So there is nothing to gain by substituting an arfta for a bank 
for advancing loans on the security of the produce? — That is only a 
remedy for false rates and false accounts. 

865. So then except in cases where the malpractices prevail there is no 
necessity for any financing agency for advancing money against the 
produce to be stored ? — Yes. 

860. You say below then that that facility too is rely availed of; 
why ? — They w ant the money immediately. 

866. Even if they could keep the produce for some time and get l etter 

prices, they would not do it? — No. ^ 

668. You have made certain suggestions in your memotandum about 
mortgage banks. Do you think that in Delhi you could sell debentures 
on mortgages of land ? Is Delhi familiar with debentures ? — 1 have 
not thought over this point. 

869. Can debentures issued on the mortgage of land subject to the 

Land Alienation Act become a freely marketable and a reliable 
security ? — I do not know. , > 

, 

870. At any rate you have already said that so far as co-operative 
Boicetiee are concerned, the security becomes less because of the Land 
Alienation Act?— Yes. We do not suggest that the mortgage banks 
should tissue debentures, but we suggest that the provincial banks should 
issue debentures. 

(The examination of the witness was not convliuh d when the eom~ 
mittee ros^ for the dny^ This witfiess was further examined on tht 
tlst February WSO.) 

Messrs. Bir Singh and Pifambar Singh. 
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87V Chairman : Mr. Foidar, you are the Agent of the Central Bank of 
India, Ltd., at Delhi 1 — Yes. 

B72. For howtlong ? — For about 8 months now’. 

873. And prior to that where were you ? — 1 had been in several places 
as the Agent of the Central Bank of India, at Karachi, Amritsar, 
Lyallpur and other places. 

874. In answer k> Ajuehtion No. 72 you say *‘lf the indigenous banker or 

even the inoneyd4p4£^ of the mofussil was recognised by the Government 
and given the same facilities for recovery as are open to the co-operative 
^(Krieties, it is possible to make the shroff in the mofussil a link between 
the joint stock banks in big commercial centres and the financing 
agency in the yillage'’. Would you mind making yourself a little more 
clear? What soft of recognition or facilities have you in mind? — If 
they are recognised by law’ it i.s well and good. Of if they are recog- 
nised by (h)vernment as nhraffn they can comma ml better ( onfidenco 
from the joint stock and exchange banks. If these are compel- 

led to keep their accounts in a proper manner they w ill be able tq get 
better facilities from the joint stock banks. 

876. What facilities are you thinking of ? — Facilities of discounting 
their bills more freely, for example. Co-operative banks are having 
generally in their own possession t*ertain amount of stocks against 
which they are lending. They are also allowed to take in their posses- 
sion agricultural lands. 

877. L. Bal Kifihen’ Co-operative banks stand on the same footing as 
an agricultural bank ? 

878. Prof, Chablani : Certainly not, 

879. L. Bal Kuhen : The Land Alienation Act is applied to co-operatire 
organisations exactly in the same way as to non-agriculturists. 
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»»0. Chairman : Your point seems to be this : that these co-operative 
societies are enjoying certain protection and privileges which other 
money-lenders and indigenous bankers do not enjoy. We want to know 
from you what sort of protection or support from Government 
you have in mind which you would like to be extended to the indigenous 
bankers and money-lenders to make them more useful ? — The ptiblic is 
under the impression that co-operative banks are practically Govern- 
ment banks or are supported by them. With this goodwill behind 
them the co-operative societies are competing rather unfairly with 
joint stock banks and other indigenous bankers so far as attracting 
deposits firti concerned. Moreover these co-operative banks hold a lien 
over the produce from the land of their borrowers with the result that 
the borrower himself is left at the mercy of these banks. 

881. Later on you say “Co-operative banks and Government through 
their Post Office Cash Certificates and short period loans in the shane 
of Treasury Bills compete unfairly w'ith the Indian joint stock banks 
in the matter of attracting depo8its’\ How* will you stop this unfair 
competition ? — Well, we have to take the human mentality into consider- 
ation. The policy of “safety first’^ is the criterion with the public at 
large. When Government keeps its coffers open and attracts deposits 
through Postal Savings Banks and Cash Certificates people naturally 
have recourse to them although a joint stock bank gives the .same faci- 
lities to the public and offers the same rates of interests. As a result 
of this, erores of rupees go into the Government coffers and are thus 
put out of use. In the same way these co-operative banks by offering 
high rates of interest on deposits work in unfair competition against 
joint stock banks, who naturally do not find it possible to offer high 
rates on deposits. On the one side we have to face competition by 
the exchange banks and on the other the co-operative societies, Postal 
Cash C’ertificates and Savings Banks. Supposing I offered 5j per cent, 
on fixed deposit and another bank (I don’t want to name it) offered 6 
per cent, the depositor would naturally risk his money to some extent 
and place his funds there. But if I too offer only 4^ per cent, as 
the exchange banks do, then the depositor prefers to go to the latter as 
he thinks that his money is more safe in their hands. 

882. /v. Bnl Kiahrn : Don’t you think it is but natural that the deposijjof 
chooses what he considers best and safest? — I don’t deny his right. 

883. Mr. Gray : Don’t you think the public confidence in the exchange 
banks is created by the huge amounts of reserve which they show in 
their balance sheets ? — They don’t keep their reserves or invest them in 
India. 

884. But it does not matter where the reserve is? — Not a single depositor 
looks into the reserve. 

885. Then how do the exchange banks interest the ordinary depositor ? — 
These exchange banks have ample funds at their disposal. A merchant 
who keeps his stock in trade in the godowns of these exchange banks 
gets special disetount rates and other facilities offered to him. As there 
is a running account between the merchant and the exchange bank, 
the former naturally makes his deposit also in the same bank. The bank 
also deals with his export and import bills. We, the joint stock 
bankers, are placed in a peculiar position. As far as I am aware, m 
the west, these exchange banks are not alk^wed to take in deposits. 
Such being the case, if their deposits are also restricted in this country 
then there will be any amount of scope for Indian banking. They are 
using their swwd both ways at present. 

Mr. S. C, Fozdar. 
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B86. L, Shri Rnm : Mr. Fozdar, you fiay that the indigenous (>anker in 
Delhi does not finance agriculture, but m* helps the trade and industry 
to a limited extent but does not keep any deposits with any industrial 
coiiw^rn. Do you know there are h number of people in Subiimandi 
and Sadar Basaar who advaiu^e money to agriculturists f I don't deny 
there are private money-lenders, but iny reference is only to recognised 
skroffft. 

8B7. You say indigenous bankers do not take in regular current deposits 
but they iromfiete with joint stwk banks for fixed deposits, Tp to what 
extent does that competition go? — Competition is there and it cannot 
be denied. 

BBS. You cannot give any figures ? — I am unable to furnish figures, 

B89. Referring to demand l>ills you say that “the indigenous bankers 
purchase the demand bills themselves from the surrounding tNandia at 
a ratt* of exchange ranging between 6 annas to 8 annas per cent/' 
Could you tell u» whether these are the rak*B charged at every fuandi I 
These rates are charged wherever there is no branch of the lin|>erial 
Bank of India, 

B90. I have never heard of such rates. Could you name such a tttaiufi I - 
Palwal nr Khu rja 

Ami what do you think woubl Im* th<‘ actual cost of remittaru*<‘ 
the risk? It all de|)»*nds upon the time and the season. These people 
think that the bills (an be re-discounted and they are ab^^olutely certain 
that these (hurges will be reduced by 25 per cent. 

892. The fa<*tor of competition tioes not work there, does it? No. 

893. When the ratt's are so high as that how many persons do this sort 
of business I Any number of them. I know of 0 or H fieople who have 
dealings in my own bank and there rnuRt Im* mariy more of them. 

894. During whnt months of the year does this happen ? -From the end 
of March to June and from the end of Oct(»b(T to F(‘bruary during the 
(Otton season. 

895. Now what is the need for moi»ey in Khurja then? They d(»n't 
want money actually but this is the time when the people' export their 
grain to port towns and having no direct conriection with peojile at 
the port towns they depend on the ftrlinH for their needs. 

896. Now lhe(», the artias have to keep a certain amount of liquid cash 
wdth them t<' meet the demands. Does that put them to a loss? — It is 
abscJutely nil. If at all it is about 2 days’ interest at the most, 

893, Is there any cross trade between Delhi and Khurja ? -Money has 
to go to Khurja. 

898. Supposing the Central Hank wants to stmd Rs. 100 what will it cost 
you ? — It comes to but one pice per Rs. 100. 

899. You .say that the Imperial Bank charged a discount on cheques 
exceeding Rs. 5,000 of 3 annas per trnt. on remittances between the 
city branch and the New Dcdhi branch, within a distance of 4 miles; 
then do you cO!,*sider the discount rate of 6 annas Ux) high in the busy 
season between Delhi and Khurja? Viewing it that way it is not. But 
I must say you should not compare this with what the Imperial Bank 
does. 

900. I am not defending the action of the Imperial Bank at all. I am 
only drawing your at* ntion to the mentality of the traders. 

9^31. Vhoirrtvti ^ : I might make the position clear. Mr. Fozdar has 
appeared before us on the distinct underatanding that he will giv^^ us 
the benefit of fais experience on matters of fact in this Province and not 
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on the policy of his Bank or any other banking organisation. So, wer 
had better confine ourselves to that. 

902. L. Shri Earn : As regards hundu do you think the position of 
seller has anything to do? Do you think the position, status and 
stability of the seller has anything to do to make a difference in the 
discount rate ? — Certainly, it has a lot to do. 

903. You say that the deposits in the city are distributed amongst the 
Government securities, joint stock banks and private indigenous* 
hankers. Which of these forms of deposits do you consider the most 
advantageous for the City ? — Decidedly, the joint stock banks are the 
best, speaking as a joint stock banker myself. 

904. May I take it that your opinion in this matter is a little pre~ 
judiced ?--Not at all. 

906. I am not enquiring of the advantages from the point of view of 
the depositor. I am asking your opinion as to which you consider the 
best for the City? — I will say it again that joint stock banks are 
better. 

906. The joint stock hanks put 33 per cent, of their deposits in Govern- 
ment paper with the result that to the extent of 33 per cent, of the 
deposits the public lose? — We have also to look to ''safety firsC’ prin- 
ciple. 

907. I am not concerned with that principle at all. I am putting it 
to you, i.s it or is it not a fact that to the extent of 33 per cent, ot 
the deposits in the joint stock banks are lost to trade ? — I cannot admit 
that. It is not a loss at all. We can convert the paper into cash at 
any time. 

?>08. Suppo.sing you had 10 lakhs of deposits in your bank and out 
of that you had put away Rs. 33,000 in Government paper, do you think 
the Imperial Bank will advance to you later the same amount on the 
securities which you had purchased a few years ago? — After all the 
discount is not more than 6 per cent, in any case. 

909. 1 am only concerned with the question whether the full amount 
invested in Government securities is realisable on discounting them ?— 

I fully appreciate your point now. 

910. And to that extent, however much or low it is, the public of 

Delhi stands to lose ? — But 6 per cent, is nothing at all. 

911. //. Bal Kishrn: But don^t you keep up the level of your securities 

always ? Supposing you sell away some to-day don’t you bring its 

level up again ?~“Deposits create credit and credit creates deposits. If 
I am a borrower to-day I am a lender to-morrow. That process works 
itself automatically. 

91 /.. Shri Rdiii: In reply to question No. 60 you have stated that 

''Loans against mortgage of property are generally shunned by joint 
stock banks here, though some of the banks a few years ago used to do 
a i^ubstantial amount of this business on a high rate of interests”. You 
consider that an unsafe business now ? — It is not only unsafe but the 
present depression in trade conditions — and I am sorry to say that the 
present exchange ratio is again responsible for depression in trade — 
have automatically reflected on the cost of lands, buildings, properties 
and everything. 

913. The security cannot be liquidated at any time and therefore you 
consider it unsafe, is it not? — That is so. 

914, Later on you say "business generally is now in the hands of the 
indigenous %hroffs or sahukars with an average earning of 12 per oeirL 

Mr, S, C, Fozdar. 
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to IS per cent/* Doivt you think Ihis is not a fair statement nf 
viewing it from the point of view of a shrewd banker as you aref — That 
it my information and I believe these to be the general rates. 

916. Perhaps you don't know what the indigenous bankers actually 
realise Of course, it roust be something less, 

916, Don’t you think that sonietiroes— not for speculative purposes l>ut 
for bona fide purposes — mortgage of property is necessary f 

917. WTiat is your idea supposing a debtor defaults payment end if the 
joint stock bank or an indigenous banker goes to court; don't you think 
the court will naturally l>e inclined to be more favourable to the joint 
stock bank than to an indigenous banker 1— I don't think so. (^ourts 
cannot view differently. 

918. What is your average lending 2 ate in Delhi ? Docs it ever exceed 
B per cent, ? — Never. 

919, And even though you may he able to get 12 to IB per c<Mit. interest 
on mortgages of land you don't resort to that sort of lending because 
you coTJsider it unsafe ?— People when they lake loivriB are as docile 
as anything and when it comes to going to court the bonowet is happier 
than the lender. 

1>20. That is exactly my point. 1 won't ask for more than 9 per cent, 
interest if I consider the security safe enough ?— We won't like to invest 
our funds in that way, practically locking up our resources. 

921, So persons w’ho advance money against mortgage of land and other 
property are necessary for the welfare of the (wintry at large ? dare 
say these indigenous hankers are necessary institutions but their activi- 
ties should l>e curbed to some extent. 

022. Could you kindly tell us from your experience what net iTiterc^st is 
realised by these indigenous bankers? — They don't realise all the inti^rest 
that is stipulated in the bond, I cannot tnink of any coruTete instance 
to quote how much they are actiuilJy able to realise. Undoubtedly I 
have rny sympathies with them. 

923. You say “the \nteT-s?iroff rates at Delhi affect the joint 8to<;k banks 
seriously so far as their deposits are conc‘erned. In the market this day* 
today loan husines.s is done in large volumes between the shroff a at the 
rnti . f 6 pies ner cent. pc»’ day*'- So far as my knowledge goes I think 
it is only 3 pies per cent. ? — No, it is 0 pies per cent, 

U21. Yo i further vav tliai the reason why th<* j>refer to borrow 

from one another at a high rate of intere.st rather tluui from the Indian 
joint stock banks is partly V>ecausc they wish to keep the knowledge 
of their transactions knowm to as few peofih* h» posBjble. partly because 
they know efurh other’s financial position more intimately and partly 
becaust thtn have not to go through the formalities which a joint Btock 
l)an]: has to insist upon. Does this not show that the indigenodn 
banker is easier to deal with as he is available at all hours of the 
day? — From a trader’s point of view it is all right, but taking it from 
the point of view^ of the joint stock banker it is not s-r. 

926 I will come to your rescue in a minute. Ytui say further: ‘ The 
joint stock banks do not vary their rates of interest according to thft 
securities offered, because their principle is that the liest of securities 
only should be accepted in the shape of (i(>vernment promissory notes 
and approved shares of < arious ooncerns”. Then if you are, if I may 
say so, so hard-hearted because you deal with only the very best 
securities, t^n to deal with the second best ones, indigenous bankers 
are a necessity?—! don't dispute tbe statement. I nevertheless cannot 
understand your charge that we decline to accept second rate securities. 
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'926. It XB ho according to your own statement as given fcere that you 
accept only the very best securities. So then, 1 say that some institu- 
tion should exist to deai with second rate securities? — Of course, 
gamblers also requiro money. 

'927. But you agree that» after all, indigenous bankers are a necessity? — 
There is no doubt about it 

923. Then I note you have a complaint against the Imperial Bank of 
India and say that their hundi rate is generally the bank rate or half 
a per cent, below the bank rate in the slack season while the joint stock 
l>anks* hundi rate is generally 1 per cent, over the Imperial Bank rate or 
reaching up to 9 per cent, in the busy season. Then what is the change 
that you wish to make ?~I don’t w^ant the Imperial Bank to compete 
with the joint stock lianks in any manner. 

929. 8o then you will revert to the idea of having a Centra] Reserve 

?“^So long as the Imperial Bank h nmde the eiistodian of the 
funds of Government it is not possible to prevent competition. If 
tliis is stopped to-morrow and they are also placed exactly in our posi- 
tion then we will have no objection whatsoever. 

930. Then, I suppose, you are prepared to rub shoulders? — Yes, cer- 
tainly. 

931. You say that the variations in the rate of interest take place 
between 3 to 4 per cent, during different seasons in the year and you 
say that it goes down so low^ as 4 per cent, and has gone up to 8 or 9 
pel cent. Have you any experience of the variations of the Bank of 
England rate, for example, in the West? — There is very little difference, 
if any. It does not deviate more than 1 per cent, either way. And that 
is the very reason why the exchange hanks are alile to do their business 
in a sound manner without any trouble whatsoever. 

932. The wide variations in the interest rates in India are hampering 
only the business of the joint stock banks or are they an impediment to 
the Indian trade as well ? — It affects trade in general and joint stock 
hanks in particular. 

933. In answer to question 67 you say that “the banks seldom avail 
themselves of the facilities offered by the Imperial Bank in the form of 
supply bills as rates charged are too unattractive for any decent bank”. 
What are the unattractive rates you refer to? — They generally discount 

heavy rates and also sell at heavy rates to us. They charge about 2 
annas per cent, on remittances which is too much. 

9^. 7Vo/. Chahlani: Don’t they make some concession in the case of 
joint stock banks? — They allows some concession only on Telegraphic 
^i^nsfers over Rs. 5,000. 

935. Z. Shri Earn: My point is, do you t‘onsider the rates high and 
if so what are your views on that subject? — I may say that they should 
do it free of charge; or at any rate at as low a rate as possible. 

936. Then, do you consider that they should have two different rates, one 
for the general public and the other for the joint stock bank ?— Yes, 
that is advisable. 

S37. Bo you think there is more scope for all sorts of banking in this 
Province or there are enough facilities existing at present ?~'A8 far as 
Delhi is concerned we have at present enough and more banks. 

^38. Taking the country as a whole ?—Taking the country as a whole we 
j*equir6 any number of banks. 

Mr, S, C. Fo-dar. 



^939* But dke existing joint stock banks cannot meet that demand t—Aa 
long as they have fear of competition from the Imperial Bank and the 
exchange banka they will not be able to meet that demand. 

So then, you think the joint stwk banka cannot multiply and 
floiirinh on account of the present competition from the linjverial Bank 
of India* the exchange banks, Postal Cash ('ertificnte and so on I— That 
is my view. 

9J’. Because (iovernment is a iKjrrower through Po^tn? S.n\ ings Hanks, 
Cash Certiheates and Treasury Bills, you thuik the traders and joint 
stcK‘k l)ankH sufFerf-Yes. 

1M2 The exchange hanks in Delhi ha\e huge de|M»HitK funu the iSelht'),, 
public with them and they invest or utilise these deposits in finaneing 
the imported articles, is it not > That is so. 

943. To your knowledge, do they do anything in the way of helping trade 
and industry generally in Delhi / —So far as 1 am aware thay only h©lp 
in the foreign trade of the country and they don’t hrtancc the 
of internal tr.ide in this country. Most of the deposits go to cover tjie 
fat pay of the agents and managers oi these exchange lianks. 

914. Have \ou any knowledge of their advancing money on any goods 
othfT than imports/ — I don’t know. 

945. Prof, i hahlani : Mr. Foidar, the 8ula*tiince of interviews which I 
had with yon was put together for your final approval, and these 
inierviews were held at different limes ! — Yea. 

91G. I am sorry I have to viut this on record because I find that some 
of (he members of the Committee have not taken into account the 
fact that you are being examined on the sniistarue of interviews 
which took jdace at difb'rent times and not on a onmil w ritten memo- 
randum /-Yes, that is s(». 

94(>'i. C/iairfnaft : 1 quite understand the position now. 

917. /'raf. (Ituhlan t : Will you kindly turn over to your reply to Ques- 
tion Xo. M^wherc \ou say: ‘ liidigenous bankers do not keep any 
current nccfmiit, but they compete with established joint stock oanks 
for fixed deposits”. Yon were unable to give any riefinite estimnte 
to L. Shri Ham of the amount 4»f these Uxed deiiosits. Presumably 
these indigencuis banters who receive such deposits arc Hlm*»8t all 
persons who are assessed to income lax. .\m I right in making this 
pivsumpti(>ii .--Certainly, they are all assesHcd to income-tax. 

948. If we could get returns from the Im'ome Tax Department showilig 
the amount of interest which these indigenous bankers had paid, on 
ffeposits, we should Ije in a iiosition to make an eHtimate 0f such 
deposits /—But the Income Tax Department would not be l^Ic to 
mifiply such returns, because the indigenous Viankers don't any 

details in the returrui. 

949 Supposing w e gel a separale ftlaterncnt showing I be umoiint of 
interest paid by the indigenous bankers to the deprigitors, shall we 
f>c u» a position to make an estimate of the deponit^/ Yes, you can if 
you get such a .statement. 

959. I am ignoring altogether the case of imi iudlgeiious banker who 
does not pay ineorne-tax and receiven deposiU. Am I right in ignoring 
wich cases ? — Yes, *’iit you will not get such details. 

*^1. If we get the details ? — Then you can arrive at a fair estimate. 

952. Because the man who accepts deposits and yet does not pay 
income-tax is practnally unknown in Delhi ?- Certainly, the deposits 
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are not kept with every Tom, Dick and Harry, but with substantial 
people. 

953. You have said in your memorandum that of the total discounting 
business in the city nearly 75 per cent, of the bills are held over for 
maturity by the indigenous shroffs themselves, the lemaining 26 per 
cent, are offered to the banks for rediscounting. Does this mean re- 
discounting of mudati hundis% — Yes. 

964, Could you tell me how much business of this 25 per cent, is done 
by the Imperial Bank by way of rediscounting and how much by the 
other banks ? — I cannot give you that figure. 

955. Can^t you say roughly that so much of this was done by such and 
such a bank ? — In fact the exchange banks hardly take any interest in 
the hiindi luisiness. Practically 2/3rdB and l/3rd might be the pro* 
poiiiiion, between the Imperial Bank and the Indian Joint Stock Banks. 

^ ^ ^ ^ ^ ^ ^ ^ 
#*#*♦** * 

#*♦##** 
**♦*♦*# ♦ 

*###**** 

958. Will you kindly turn to the portion of your interview where you 
say that it is very common for persons like pensioners to invest 
their money in hutulis rather than keep it as a deposit in a joint 
stock bank. Nearly 10 per cent, of the hundi business of Delhi was 
in the hands of such persons So this may be looked upon practi- 
cally as a short time deposit by such persons ? — It does net work out irr 
that way. They are permanent purchasers of the bankers’ hundis also, 
because when the hundi matures, the money does not come out at 
once, generally the hnndi^ are returned by them. 

959. What I say is that these bankers and people who are not 
indigenous bonkers in the real sense of the word and buy nearly 
10 per cent, of the hundis form part of the investing public who 
keep deposits, and so I am right in considering their purchase of 
hiindis as short period deposit? — Certainly. 

900. If 1 am to judge of the habit of investment of the people of 
Delhi, I must take into account these deposits as short period de- 
|)Q8it8 ? — Yes. 

963. Again, in your memorandum you say that ^^of the total funds 
available for investment fiom the public about 33 per cent, was 
absolved by Government securities including treasury bills, 22 per 
cent, went into the hands of shroffs and the remaining 44 per cent, 
was got by the banks in Delhi Does not this really mean what 
you seemed to imply in your reply to L. Shri Bam, that the banka 
keep 33 per cent, of their cash reserve in Government securities or 
something quite different ? I understand this to mean that Gov- 
ernment securities formed 33 per cent, of the investment of the 
public including banks and not that Banks invested 33 of their in- 
vestments in this form? — Yes, you are right. (To L. Shri Ram) 
Mr. Shri Ram, I am sorry I could not follow you then. Of course 
our bank also has kept 25 per cent, in Government securities, and 
here is my answer to your question. But this is an entirely different 
thing. 

Mr, S, C, Fozdar, 



Have you ever noticed during the course of your geaeral 
business experience that these investments in Government securities 
up in years of depression and go down in years of active business ? 

— You mean the investments of the public. 

963. Yes, I want to know whether people buy Government securities 
mone if trade is slack and less if trade is active. The figures given 
to US by the Income Tax Department of the amount of interest 
on Governm«*nt securities year by year assessed for income-tax at 
source seems to show that in certain rears it goes up very high and 
in others it goes down. The explanation suggested to us by an officer 
of (he Department is that it goes up in rears of depression and it 
tgoes down in years of active business. What is your own view in this 
matter? — I w'ould put it in this way. When trade is brisk and 
produce is sufficient in the country, money is naturally in demand, 
and when moneV is in demand, those who understand the investing 
business properly, prefer to give deposits at a higher rate of iaterest 
•to the banka and so they sell otf part of their Government paper 
temporarily to invest it as deposits at a higher rate of interest after 
calculating the income-tax on it. That is the only explanation, wRich 
•seems to be correct. 

i¥>4. I pass on to your answer to Question ^9 wherein you say: 
the total amount of means of payment needed for the marketing of 
produce in Delhi and the neighbouring mundtx, cash, in the birm 
of silver rupees constitutes as much as iio per cent., and the indigenous 
}>ariker’s hundis 30 per cent., only 10 per cent, being finaiujed by the 
joint stock l>anks including the Imperial Bank and exchange banks"- 
ft is obvious then that even today so far ns banking is concerned the 
indigenous banker i.s more important than all the banks put together 
considering the volume of his business in this province? — I jhould 
think so. 

J)65. Will you turn over to the next paragraph where you say: ‘‘The 
banks put a limit on the amount of loans against demand bills and 
iisancc bills in the caHe of each individual tihntff^ hut there are piacti- 
cally no limits on the amount of money lent against documentary 
liilJs. Interest is generally taken in advance". When the bank puts 
a limit on each man's business, you have in mind the general reputa- 
tion of the man and not the increase or decrease of his' Inisiness in a 
particular .sea.son. ’^rhese limits do not go up if you believe ho is 
doing more business? — The limit varies, though not for (he partictilar 
reason, but after every two or three years and in certain cases 
after a year the limit is increased or decreased according to 
volume of the luisiness done by the party conceriifd Sometimes we 
have to obtain sanction for* imreasing the limit telegraphically from 
our head office. 

OC6. But once again you judge l>y the volume of business done by the 
particular client in the previous season or seasons ? -Yes^ we take 
only that into account. 

967. Under the present system then if in a particular month his 
busineas becomes more because of the increase in his real commercial 
trao 0 action 0 in goods which are in existence his credit with you does 
f\ot automatically rise?— No. But the business man is also very 
shrewd and he dot not depend only upon the Central Bank; he haa 
dealings with other oanks also. 

^ That is alright; each bank individually follows the same policy 
tinder the same system Yes, that is so. 
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f^9. Let UQ contemplate another system. If every purchaser from 
a seller had to pass a trade bill and every bank had a receipt of a 
warehouse showing where the produce was lying, along with the trade 
bill then you would not be tied down to these limits, because your 
security in that case would be the trade bills or rather the produce 
behind the trade bills and vary with the amount of the produce in the 
market and the warehouse ? — That will lie more feasible for us if the 
produce is lying actually in the possession of a warehouse just like 
customs warehouses. 

970. If these trade bills, rather than a system of running accounts 
between buyers and sellers, came into use and the bills were acwm- 
panied by a receipt of an independent warehouse you would readily 
change your limits in accordance with the \oliime of such trade bills 
coming to you for discount and then the system would be far more 
automatic than the present system, because accommodation would 
increase with the volume of transactions ? — Exactly that will give a lot 
of more courage to the joint stock banks to invest funds in such 
business. 

971. I now' pass on to your answer to Question 68 in which you speak 
about the mortgage business of mhuknrs. and shroff'^. Apart from 
the question that mortgage is not really a good security for a com- 
mercial bank which has always to keep a large proportion of asseta 
in a liquid form apart from that fundamental objection which every 
commercial bank must have, there are difficulties of title in the case 
of a mortgage ? — Yes; these lawyers are such that they can twist the 
same law in any way they like. 

972. Apart from that again, if .you go to the law court you will 
find that there is a special procedure laid down for mortgages which, 
provides a preliminary decree and a final decree, which means more 
time ? — Any amount of time. 

973. The suits brought by you on pro-notes are quite different. They 
don’t take any time in disposal, but in litigation arising out of a 
mortgage considerable difficulties are experienced ? — It involves waste 
of time, waste of energy and lot of other troubles. 

974. If, therefore, the present sh?’offfi lend money on mortgages and 
charge a high rate of interest they are quite justiiied in doing so- 
because of the reason you have stated just now ? — Yes. 

975. A bank or an agency that could lend loans for long periods of time 

mortgages must be in a position to get long period deposits other- 
wise it will be unsound hanking? — Yes, for what they call mortgage 
loans. * 

976. A commercial bank is not in a position to lend loans for long 
period by receiving short period deposits? — We do not prefer that 

business ^nd generally avoid it. 

' 

977. In Answer to question No. 62 you have described the dealings in 
4ay-to-day loans between shroffs and you have given various reasons 
why this business is done by these shroffs. Obviously on account of 
the great advantages which the shroff enjoys over you because ©1 these 

i^-reasonsy this sort of business will always remain with him least 

till the public are properly educated. 

978. One of the reasons given by you is to the effect fliat every man 
likes that his transactions should not be known except to a few per- 
sons, and then <hroffs knows the position of the other shroffs very 
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'iitiniat^ly. This advantage will always tell in favour of the ahrojft - 
This is 90 at present hut I have found aw'ording to rny oxpenent^ in the 
Punjab that people w^ho were never dealing w'ith banka and were 
feeling shy in going to them for loans against commodities, were 
actually taught by us Fo take money from the banks, and by and by 
they gave up that habit. 

079. Which only means that, if the manager or the agent of a bank 
adopts the ways and methods of the he can capture the 

business I — Yes it will automatically come to this. Both sides will 
h;ive to adjust their ways. The head of a banking institution will 
hav(: to ktM?p himself alert and come into intimuU' contaet with his 
clients, and when people become educated, they will begin to under- 
stand that there is nothing shameful in dealing with the banks direct- 
ly 

OHO In your memorandum you have given us an instance of unfair C'om- 
f etition. When you talk of the Imperial Bank rate being half a per 
(cnt. below the bank rate in slack season and the rate of joint stock 
Iniiks being one per cent, almve the Imperial Bank rate, do you mean 
to suggest that the Imperial Bank*s position should be that of a 
banker's bank, whereas at present it is competing with you for private 
buH’uess. Is that the essence of your objection ?— Yes; that is so. 

981. In the last para, you say: “During the months when the Govern- 
nient of India contemplate floating new loans the rate of interest 
IS generally pulled down to 4 per cent, to induce the public to invest 
their funds in the new loan8^\ There are two possible explanations 
of this, one is that the Government of India chooses a proper time 
for floating their new loans, /.c., they float a loan when the 
market rate goes down; the other is that there is a deliberate raani- 
fnilation of bank rate in order to facilitate floatation of loans. What 
exactly do you really mean to suggest ?— I am not prepared to reply 
to that question. This is for my head office to do. 

9-»2. But you can generally let us know your views, since you have 
p ferred to it ? - The existing c'Ondition is well known to the whole 
of India. 

9H3. I.^ter on you say in answer to Question 64 that there is «(» 
prejudice in the market against indigenous bankers at aJJ, but so 
far as deposits are concernciJ, the joint stock banks have been able 
to attract far more deposits than the indigenous bankers?— The 
indigenous bankers actually don't accept all business in deposit* 
that comes to them. 

9H4. Is it a fact that the indigenous banker shuns deposits that 
might involve him into trouble, unless he feels that his business 
needs raising money by means of deposits in particular season ? — He 
does not accept iike ug all sorts of deposit? that c(»me to him. We 
pocket every sort of bu.siness that we come across. 

r.S5. In reply to Question 67 regarding remittance facilities ofTerid by 
the Imperial Bank yon say that the rates charged too unattractive 
fo^ any detent bank. But are not joint sio<»k hanks at tnally utilising 
4he agency of the Imperial Bank for remittance purtKises? — It all 
depends upon the time when they have to do this. If I can find my 
way to sbmt? other course for remittance pui poses, I would not go to 
the Bank. 

986. It is onfy when you are compelled to go to the Imperial Bank 
because there is no other means of remittance available that you 
purchase their drrtfts? — Yes 



You have described a very interesting method by which the indi- 
genous bankers in Delhi coihpete with the banks in remittance bufinesa 
and drawings on port towns. Is not this severe competition for re- 
mittance on the port towms due partly to the fact that by the opening 
of branches of the joint stock banks and of the Imperial Bank you 
have practically cut the indigenous banker off from a large source of 
his income and compelled him to compete with you by cutting rate'^ 
on port towns ? — I don’t agree there. Rather we have been of great 
help to the indigenous banker in remittance business. No indigenous 
banker has got branches at the different port towns like the joint 
stock banks and in remittance business we have rendered a valuable 
service to him. 

89i>. But every one has got a few branches iti a few centres. Collec- 
tively they have got means of remitting money to places where you 
have got no branches ? — There they are compelled to keep sotjie 
connections. 

9S0. They are compelled to charge more for the remittances to 
those places, because you have cut. them off from a large source of 
profit which they used to have on remittance to big centres ? — On the 
contrary, even our existence in Delhi itself is a source of profit to 
these men because they know that in time of urgent need they can 
encash their hurulis immediately here and get ready cash to meet 
their urgent demands whieh otherwise thev would get after five cr 
si:< days. So they are saved from all the risk from all artia business. 

99C). 1 do not mean to suggest that the joint stock banks are not 
utilised by the indigenous banker when lie can utilise them, but 
what I am trying to suggest is that partly the reason for his severe 
competition w'ith you in remittance business on port towns is due to 
the fact that he has lost certain sources of profit which he had 
formerly ? — How has he lost. 

POl. The more branches of the joint stock banks and the Imperial 
Bank are started in the mofussiJ places, where formerly there were 
no banks, the greater is the loss of his business ? —You take that 
view; I don’t agree there. 

P02. I am suggesting to you a possible explanation that one main 
reason of his severe competition with you in this business is the 
bioad fact that he has fallen back upon this source now, his other 
source of profit being cut off? — Are you going to prove that they 
had more facilities of remittance before. 

99a. I want to suggest that he had probably more freedom in moving 
his funds from place to place and therefore greater scope for profit 
able business which your branch banking had not developed ? — 
But you must take into consideration the present facilities by way of 
communications and all that 

994. I am trying to find out the main cause of this severe competition 
in ^lemittance business on port towns, against whieh you complain. Is 
this one of the factors accounting for it ? — I do not give much credit 
to it, because you see that in the present circumstances, the lines of 
communication, the transport facilities and every thing have entirely 
cl^anged his position; in short he is in a far better position now. 

995. Just as you suggest that the Imperial Bank should be a bankers* 
bank and should not compete wuth the joint stock banks, should not 
the Indian joint stock banks deal through only recognised shroffs in 
remittance business under certain conditions; and don’t you, think 
that there is something in such a system, because it will prevent 
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competition between the two agencies which are both necessary for 
the development of banking in this country No. Why should the 
joint stock banks deal through these ? 

If the shrofis are recognised under certain conditions, which 
meajis a certain amount of safety — for instance if the accounto are 
audited and balance sheet presented to y;)a — what is your objeetion 
against such a system? — Only thi.s that these things v ould not satisfy 
the joint stock banks ; and what would be the ternm of recognition. 

iW, If you had the accounts audited by a chartered accountant you 
are safe whatever the term of the recognition may be I— That is the 
main factor — the conditions of recognition. 

998. Sujjposing that the terms of recognition are aiU isfactory to the 
joint stock banks but at the same time you are requested U) give 
them this guarantee that the joint stock banks in remitting mohey"^ 
betw^een different places will not dial diret'tly with the merchant who 
fs not a retognised shroff, what is the ol>jcction against such a scheme? 

- I don’t think any joint stock bank will allow you lo interfere witli 
their internal work. 

What I am suggesting is this, that if such a system was adopted, 
looking to the interests of the country as a whole, you will have a 
better organised systtmi of hanking in couiitrv and a greater 

future for both the joint stock banks and the iruligeuous Imnkci's ? — i 
don’t think you will get the support of the luiblic in that way. in the 
port towns the system is that generally merchants there ilouH negotiate 
iulLs directly but through brokers, and if the bank is approached, it 
is approached by th,* broker. My oxpen*‘me of 9 ytars in this line 
shows that often the hankers will he hit by the Ic.c'kers. The 
merchants have every right to approach the Viank. 

KX^O. But those wlio satisfy the conditions of recognition and the terms 
of recognition would not create a monopol) -will he safer parties 
to deal with. Tfhe public intereKta demand that indigenous shroffn 
should he .spread out in places w'h(*re you liave no hramhes and it is 
neces.sary to prevent undue comptdition in the big huHiness centres, 

I <‘^‘ause this alone will give encouragement to the nhrrtff and im* 

jirovc hi.s position. Just as you have auirgestrd that the Imperial 

Bank should he restricted from competing in the open market for 
bushiess with the joint stock banks, precisely for the same general 
reasons the joint stock banks also should he asked that in (ase of recog- 
nised Mhroffs they should deal only through them in certain kinds of 
banking business f — To deal through them carries a different meaning. 

The que.stion is whether the merchant will get better suppoit 

from the )oini siock Vvinks or not?— It is edmatm, for the joint stock 

hankvS to deal with him directly than through any other man. I would 
prefer to appoii t the indigenous hanker as liis own (wimmisHion agent 
to negotiate thf hills and endorse it to us 

P>o2. But the ii digeuouR banker feels to he liis vonip^qil^ v a<ol is hiis- 
picious of you just as you fee! suspicious about the Imperial Ihuik ?— 
We are not talking of sii8pi<^ion8 hut of facts. 

1003. The fact is you are competitors of the indigenous banker in all 
big centres?— I don't think you wiB carry the joint stock banks that 
way. 

lOOi. Another interesting factor has been brought out by you in your 
memorandum. A hill or these big ports remits money not only l>etween 
these ports and the other centres but between the inland centres inter 
?~-lbat is what you suggest. 
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1(K)5. Does not this mean that there is far too much centralisation of 
thf money market in the port towns? — It is not collected there any way. 

KMX}, Because you are stimulating drawings on the ports, and at one 
moment the money will be in the ports so that when all the bills are 
drawm on the ports, there i|^ a tendency for the money market to be 
centered in these ports? — Yes, it does work that w^ay but it cannot 
be helped. Where there are no branches of the Imperial Bank, actual 
adjustments cannot be made otherw^ise easily. Supposing a man is 
at Meerut and he wants to remit money to Jaipur, but he cannot find 
some one to remit the money from there. He w^ould only go and buy 
a Jtnndi on Bombay and will give the Jumdi to this Jaipur man in pay- 
ment; of his dues to him there. 

S OOT. Mr. V . F. (hdjf : Mainly because the port town happens to be a 
place, and will auiomatically become a money centre 

100^. (duf})Jnni : If that is a fact, then any unhealthy tendency 

f)f credit system in the port towns has disastrous consequences on the 
credit of the whole country, because the wdiole thing is centralised 
ther(‘?-- li has aliead.v some times alTected that way. Some times it 
happcjis that the failure of a big firm at a port towm has very adverse 
effect on other towns also. 

1009. I refer to your answer to Question 08 — last line, where you say : 
“Trade between Delhi and the inofussil huru/i dealer is generally 
financed by hundis and metallic cash^'. How can we replace 
metallic cash ? — Educate your people. 

1010. May be effected partly by education, but is not it also a fact 
ihat if the use of hundis l>ecame more common, it would automati- 
cally decrease the use of metallic coins? — You may reduce the rate of 
stamp duty on handU; it may have some effect, but still it will 
rot l)c looked upon so favourably as metal by these villagers. 

1011. Leave the agriculturist aside; consider rather a trader. If only 
t!'(‘ use of hundi.'< became more common in tho buying and selling trans- 
actions, automatically the use of metallic cash will become less? — 
You are mixing up one with the other. Ho\v can you do hundi 
business unless you have got a covering behind it. 

1012. Huppo.'jing in all the itHiridis you had something like warehouses 
and the hundi passed with the receipt of the warehouse? — Who will 
do it. Tho men who assemble on the spot to do the marketing when 
goods sold are sent to the port town, the hundi is drawn against them 
and sent to that centre for collection. 

But w'hcui in the local niandi it is only credited on the spot from 
one man to another, do you mean to say that he should also draw 
hnndi there? You have actually got the hhnti system in Hapur ? — Will 
it be acceptable to the exchange banks. 

1014. You have actually got the khati system in Hapur? — Will it be 
acceptable by the exchange banks. 

1015. If they have got a branch there? — Most of them have not got 
branches in the r??n7fr/i.^. 

1016, Some banks will accept it. What I meart to ask is whether the 
tendency to stimulate the use of hundifi in the local market will not 
autcmatically lead to reduce the use of metallic cash ? — Yes; there is 
teome chance. 

1017. You actually know that w^hen banks advance against the 
security of crops, it has a tendency, desirable or undesirable, of en- 
couraging speculation. It has been suggested to us that the agri- 
culturists may also be given advances against the security of produce. 
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Judging from your experience, do you think it will turn the agricultumt 
also into a speculator f—fg the agriculturist teadv to come direct io 
the bank t 

iOlH. The suggestion is that an agency may be created l —This ques 
tion can be better replied to by my friend Mr. Bal Kisben who is an 
cx|>ert in co-operative movement. We do not tind any agriculturist 
coming tA us directly. 

Would it not transfer the risk of speculation to the agriculturist t 
— Not merely because he is producing on a gniai! scale. An agriculturist 
may be a big landlord, but his stock is not sufficient to lead him to 

that tendency. He will try to sell his stock as soon as possible; he 

would not stock it 

'it. 

But if he keeps the product* in a \\arelu>use and holds 
fer the time when the price will ris«) ? — The risk of ffuctnation of 
price then falls on the man who keeps it. If the agriculturist 
does it, the risk will fall on him. But he will not do it. 

1021. Regarding your answer to Question No 72 if tin* Central C'o 

i'perative Bank of Delhi comes to you for a loan, will >ou feel int/fe 
eonfulent than when you lend money to an agriculturist f — It all 
de- ds the security they offer. 

1022 Security is the standing reputation of the Central Co-operative 
Bank. To wdv»m wall you be inclined to lend I— It may be anybody 
who gives me securit> with sutflei*uit margin 

I02,S. The Central Bank has got share capital and a certain reserve, it 
ha« got a eertain standing and it has got the liability of the Rocietics 
]^>ut I won’t gi\e on that seeurify: it is not the practice. 

1 2i. L. Jial Ki^hrn : Wt‘ never get any a(X‘onimodation fiom any bank. 

1025. I^rof. C/iffhifffii : Would you feel inor(* shy of the C’entral Bunk 
th.r'! of the agriculturist ? Of the Central Bank, herauw* the agrieultur- 
et is a simple man, he will give his stock in trad'\ while the Central 
Bunk has only got a big nr'me. its share (apitnl and nothing else. 
So 1 will feel shy of the Central Bank. 

lo 2 *>, Wonid yon not give loans to individuals on their general itand- 
ir:g / — J would. 

1' '27. J o wdiat e.xteht I — To some vxtvnl 

loi»s. Win d( n’t yon K‘nd to an agricult unst if v<ui feel that he is 
safer ?~~-Beeaiis< I ce.nnot get ad(‘<piate security from him. 
lO'in. l)oe« the co (>perative .society get ad»*qnato security from the 
agriculturist ? — You nia>' ask the co ojK-rative society inati. (Pointing 
to L. Bal Kishen), 

1(^30. If you lend money to an agricult urist and if you have to go to 
the lew court, you will have to spend sonic money and incur soma 
trouble in getting a decree; in not itt — Why should we deal with the 
agriculturist and gtj to the law lourt and why should we commit our- 
selves to that extent 

1(‘31. Now you don’t advance money even to the money hmder of the 
village. Is it because you believe that his dealings with the agri- 
euiturist are not sound 11 don't believe that all are of that class, 

103*2. I am talking of the village money lender ?— We never come in 
tou« h with him. 

ia33. If you were .assured that the village money lender hag got 
effective means of recovering his money fiom the agriculiiirigt, you 
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will feel some cortfide^ce in lending money to him That will be the 
c*H?5e with indigenous nhroffs, whose dealings with the village hwia 
depend upon his status and security. 

1034. Then all that you are really aiming at in your answer to Ques- 
tion 72 is to make this villajle money-lender's position as a creditor In 
the matter of recovery more safe if it could be made more safe. In 
that case he can he made a link in the general rfystern of biinking ? — 
Yes, he can then he. 

1035 Your general objection against the Government borrowing money 
at a high rate of interest by means of Treasury Bills and Post Office 
Cash Ce’tificates and other forms of investments, is that this takes 
away money from the money market at a time when it ought to be 
utilised in financing trade and industry ?— Precisely. 

4 

J03G. And that money is at present utilised for purposes other th^ 
trade and industry would have got the deposits at cheapSir 

rates and would have lent money at cheaper rates of interest. 

1037. L. Hal Kinhen : Are not these forms of investments ti’aiiiing 
people in the habit of investment ? 

1038 L, Shri Earn: They compete with private enterprises/ — If train- 
ing is to lie done it is to be done l>y the Indian banks themselves. For 
instance this Home Savings scheme has brought to us nearly 8 crores 
of rupees. 

1039. Eraf. •ChaJfUini: Is it not correct to argue that the more the 
people depend as an investing public upon the prestige of the Govern- 
ment the less is the habit of investment in non-Government concerns? — 
It is the natural tendency. If people invest in Government concerns, 
they don’t care whether they would thereby deprive a certain com- 
pany of giving money at a cheap rate of interest, but would only 
consider whether they are safe. 

1040. Considering your clients and the clients of the Imperial Bank, 
will it be correct to say that the bigger merchants are financed by the 
Imperial Bank ?— The Imperial Bank's present rules do not allow 
them to give that type of facilities which you are thinking of to big 
merchants even. 8o, they don't go to tfie Imperial Bank. 

1041. The Im|)(:rial Bank does insi.st on two signatures? — There is no 
cash credit system there 

1042. Is it also not :i fact that they insist cn two signatures and the 
man has to disclose his business secrets to a friend before he can get 
the loan from the Imperial Bank ? — I have no idea. 

1043. Do you give on the signature of one man? — If it is a secure 
business we give on one signature. 

10 Is there more intimate contact between the indigenous banker and 
the borrowing public or merchant or between the joint stock banks 
and the borrowing public. With whom is the personal contact greater ? 
— Joint stock bank I suppose. 

1045. Because yon are mere or less a joint stock bank?— In one way 
it is correct. The public is more or leas in direct contact witB the 
banks, 

1046. L, Shri Earn : Who comes more in personal contact, the indigen- 
ous banker or the joint stock bank? 

1047. Chnitman : Necessarily the hank is an impersonal organisation 1 

— Mr. Shri Ram will be able to tell you more than myself. ^ 
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1048. Prof. Chahlani: The establishment of an indigenous banker ia 
far less costly than that of a joint bank 1 — Yes. 

K*49. It has been suggested by a bank manager in Bombay that he 
found that the establishment of branches of the joint stock banks in 
India cost far more than the branches of the banks in England. I wil! 
just read out to you what he said at one place;—*’ In England I 
started my apprenticeship in a branch bank where the entire staff 
consisted of : — 

(1) A branch manager who was also the cashier and correspon- 

dence clerk. 

(2) Myself, a junior clerk or apprentice on a salary of £20 p. a. 

(3) A charwoman who washed the floor, etc., spending about 

one hour in the office and at a wage of only 6^-. per week. 

To establish a very small branch bank at Bnndra near Bombay the 
minimum rerjuirements actually are: — 

(1) One branch agent, 

(2> one cashier, 

(3) one clerk, 

(4) one clerk to assist the cashier, 

(5) one sepoy with bicycle, 

(6) one Hamal, and 

(7) one Mali. 

The Indian bank officer or clerk cannot and will iiot accept more 
than a little work of varied description; from my experience it will 
appear impossililc at present to overcome this (liilii‘ulty’\ Do you 
think that the cost of establishment of a branch of a joint stoi*k bank 
to-day is unduly high ?— While saying this, 1 am afraid, that gentle- 
man has not taken into consideration so many other fatcors. 

1051. Is it a fact that the branch of a joint stm^k bank costs much in 
India? — In comparison to what? 

1052. In comparison to the branch of a bank in other countries 1 — You 
should exf^lain to me fully. If for three miuiths the work was done 
by that gentleman single-handed, the reason was that the weather 
pennits that in England. Western countries are much healthif*r ilum 
this place. 

1053. That may explain the fact. But what I want to know is whether 
it 18 a fact that the cost of starting a branch of a joint stock bank in 
India is so much higher ?— It all varies with the status of a bank. 
The expenses of my branch are equal to the expenses of three 
branches of any other Indian joint stock banks. 

10f»4. Do you think there is ample scope for starting branches of joint 
stock banks costing very small amounts of money?— If economy is 
properly effected and if the managers in charge of the branches 
properly handle their staff, there is ample scope for work, if other 
unfair competition is removed. 

1055. Regarding banking ^^ducation. do you think there Is something 
in the idea that if the indigenous banking community were given 
modem education^ they would really prove better ?— The joint stock 
and exchange banks can easily train them in the higher studies of 
banking. 



1056. Do you think there is some juitification for special encourage- 
ment being given to the children of banking comnumities who by 
heredity or otherwise can take to banking more easily so that they 
might specialise in the modern methods of banking ? — Yes, 

1057. Do you think there is any possibility of indigenous acting 

as agents of Imperial Bank wherever the Bank has not established 
branches, provided the Imperial Bank did not become a competitor 
of other banks ? — Why should we put them this bait again ? 

1058. The object is to extend branch banking as much as possible ? — 
But this work can very well be done by the joint stock banks. 

1059. The only ground is this— because the Imperial Bank has control 
H over Government treasury — that the public has more confidence in 

the Imperial Bank as they are custodians of public funds ? — If only 
you remove this competition, automatically we will be able to extend 
branch banking through the shroffs or otherwise. As a matter of fact, 
now we are competing against great odds. 

1060. Rai Sahib Kanwar Motilal : Do you know whether the co-operat- 
ive banks wield any special powers of recovering their dues without 
going to c^urt, which you cannot? — I have no personal knowledge of 
the working of co-operative societies. 

1061. Mr. V. F. (hay: Reverting to the question of Postal Cash Certi- 
ficates, you have said that they work in great competition with you. 
Don^t you think that these Cash Certificates for Rs. 5 and Rs. 10 are 
intended mainly for the benefit of the small depositor ? — There is no 
restriction placed on Cash Certificates except that the maximum is 
fixed. My bank offers the same facilities and we accept Rs. 5 as a 
minimum deposit. 

1062. But you have not got so many branches of your Bank as the post 
offices in this country ? — That is true, but my complaint is that if 
Government were only to stop this form of attracting money, the 
small investor will go to his next door, indigenous shroff and deposit 
his money with him, 

1063. But the shroff cannot be considered to be so safe as the Govern- 
ment ? — These shroffs command great respect in the villages and so 
without doubt the &mall investor will resort to the shroff if only 
post offices would stop this sort of business. 

1064. If you do so, will that encourage savings? — Undoubtedly, it 
will. 

1065. Mr. Chabiani has stressed to some extent his thoughts of w’^are- 
housing and to have a huttidi attached to the warehouse certificate. Do 
you think it is going to help a great deal ? The average bank has got 
its own godown where it stores the goods of its customers and advane*es 
money against the security of those goods. And these gedown 
charges are extremely low, but if you have a public warehouse don't 
you think the charges will have to be more expensic e ? — That all 
depends on the w^ay in which the warehouse is maintained. 

iOC6. But you will have to put at the head odT this warehouse an ex- 
perienced and costly man ? — As I said it all depends on the w ay in 
which the warehouse is manned. 

1067. You pointed out that these hundis are often negotiated at 
Bombay or Calcutta ? — You are talking of demand bills, but these 
usance bills are not at all negotiated outside. 

1068. You den't think there is less chance of making the htindi nego- 
tiable in say Bombay if a warehouse certificate of say Delhi is 
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attached to it ? — Such bills ar6 negotiated in the same circle without 
TOWch difficulty. 

1069. This warehouse scheme mus% be a very expensive thing. Do 
you think it is going to pay? — If it is supported properly then it will 
pay. 

1070. Do you think there is any prospect of securing support t'> tlie 
public warehouse when the banks have their own faeiiities of ware 
housing? — I have, no doubt, my own doubts about the scheme. 

107J. In answer to Lala Shri Kam you said that exchai^e banks 
advanced money only on foreign goods. Is that a fact t -The major 
portion of their business is in foreign goods. 

1072. But don’t they advance money igainst goods brought from 
Bombay and Cawnpore Mills? — To my knowledge not. 

1073. You say that the competition of the branches »>f the Imperial 
Bank of India is unbearable to the joint stock banks. Does your 
Bank get no advantage from the branches. Arc you not able to get 
cash advances at a moment’s notice from the Imperial Bunk Branches I 
-- Ycg, against the securitiy of Government paper. Do you mean to 
say the Imperial Bank of India kee])s some rnonry in n^sin ve to help 
jo!nl stock lianks philanthrophieally ? 

1074. Referring to the rate of interest, you luivo said that the Imperial 
Bank of India rate fluctuates too often. Is there anv means of over- 
coming this fluctuation ? “ But may I ask why hould the l>auk rate 
fluctuate ? Why should th(‘ Iiii[)erial Bank of India eoni rol the l>a!ik 
rate ? 

1075. The l»ank rat<‘ falls down when money is plentiful / — I am sorry 
1 have again got to refer to policy. The presiuit fmcal [lolicy 
of Govenimeiu is responsible for the flin tuatiiui. If fiscal poli y 
becomes our owui then there will be no trouble at .all. When India 
began to get cheaper money England was keeping higher rate which 
was an unexpected thing. May 1 ask whether the Bank of England 
rate fluctuate as it does in India * 

1076. It does fluctuate /—But not to such an extent ns it does iti India. 

1(‘77. Recently the Bank of England rate went up high ?— But that 
was an unprecedented rise. 

I(i78. Dealing with the competition of the exchange lianks yon said 
that they should not be allowed to take deposits f^oni iluH country, 
with a view' to enabling you to get more deposits for yourself and 
thus enabling you to reduce your leneling rate of interest. I agree it 
is a good policy for you, but may 1 ask how will you .satisfe the bud/U'SS 
public who are now able to borrow' this cheap foreign money?— 
When the competition from the exchange bank is gone the joint stock 
baiik w'ili be able to tackle the problem well. In spite td competition 
at present w'e are trying to hold our own. 

1079. As regards facilities for borrowing do yon consider that these 
ought to be made easier ? You wull of rouiH»:> agree that the existing 
rates of intere.st ought to be brought down an much as possible. But 
dlo you think it wu li tha the public should be able to borrow' more 
easily than they can to day? — Possibly you want that money should 
not be advanced in a loose manner. 

lOSO. Is it not very easy in India to borrow money without any 
^security ? — How could that be? 
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3 OBI. If not how has India got so hopelessly in debt to the monejr- 
Irnders. I can quite see the point „of lending cheaply on proper 
security But is it wise to lend^ liV'i|Jiotit any security? — Do you mean 
to say that people get money without any security T 

1082. Z. Skri Ram : But it is a fact that money is borrowed without 
any security. 

1082a. Mr. V . F. Gray : That is what I am trying to get at. I don’t 
think there is much lending that way. Much depends on the conditionf 
under which borrowing is done. If borrowing is done purely for busi- 
ness purposes and both parties are satisfied wherein lies the necessity 
for restricting the borrowing. 

10S3. L. Shri Ram : But should facilities for unproductive borrowing 
foe extended ? — Secure fousiness can be done without increasing the 
facilities but insecure business cannot be done without increasing the 
facilities. 

1084. Do we want to encourage insecure business, don’t you think it 
unwise to extend facilities of credit ? — I agree. 

10S5. Lala IM You are in favour of having uniform rates of 

interest on deposits by all Banks and shroffs‘1 — Yes. 

1080. I am only concerned with the co-operative banks. If you advo- 
cate uniform rates of interest on deposits then where can the co- 
operative and other new banks get their money from. The public 
will naturally go into that agency which they consider most sound and 
is of long standing 1 — There is no denying this. 

1087. Naturall.y the co-operative banks will have to keep their deposit 
rates a little higher? — Yes. 

1088. As the credit of a bank goes up you find the deposit rates come 
dow’n. Even now you will notice that the deposit rates of the co^ 
operative banks are almost on a par with joint stock bank rate » — 
Naturally things will adjust themselves. 

1089. Za/a Shri Ram : Mr. Fozdar, are you aware that there is an Act 
of Government under which the Imperial Bank can borrow up to 12 
cioreB of rupees w'hen the money market is tight and thus remove the 
variations in the bank rate? — I am aware of that. 

1090. It will be possible for the Imperial Bank of India to remove the 
variation in different rates by borrowing from the Government of 
India ? — Yes. 

1091. You know that the Post Office Savings Banks for small amounts 
have always been in existence, but your complaint is against the 
Post Office Cash Certificates of Rs. 6,0()0 and below ? — Yes. 

1092. Prof. Chablani: You think that there will not be variation in 
the Imperial Bank of India’s rates of interest during different 
seasons if it ceased to compete with you by means of Government 
balances ? — I think so. 

1093. You mean if it became a purely banker’s bank, using Government 
balances in the interest of the money market as a whole ? — Yes. 

(The witness withdrew.) 
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Friday, the 2 let February 1930. 
NEW DELHI. 


Present : 

Khan Bahadur Diwan Abufl Hamid, C.I.E., O.B.L. {Cftatrman). 

Professor H. L. Chablani, M.A. Hai ^'ahib Kan war ^'o1l Lai.. 

Lala Bal Kishen. Lala Sb&j Kam (CoHiptcd mrw(trr), 

Mr. V. F. Gbay, M.L.C. 

Mr. V. 8. Marballi (Sccrt iary). 


M«ms. BIR SINGH and PITAMBAR SINGH, Intptctort af 
Co-operativa Sociatiet, Dalbi. 

Oral Evidence — {coticlwfef?)* 

1094. Prof. ChahJani : Will you kindly turn over to that portion of your 
ineniorandum where you have given us the rEvtes of interest and 
the kinds of money lenders with whom particular urban communities are 
dealing. I will take first the non-agricultural societies. Have you 
made any headway with the intensive survey forms for members of 
urban socdeties which I gave to you have not l)cen able to tackle 
them yet, 

1095. You say that the Government of India clerks pay interest rang- 

ing between 200 per cent, to 300 per cent, per annum. Have you any 
concrete casc.s before you 1 — I have not got any concrete cases, but I 
made enquiries through a gentleman who is Head Clerk in the Lady 
Hardinge ColFcgc. He is in conta^'t. with these j>crsons and we havo 
Vjt cn able to find out something ihrov.gh him He gave me the informa- 
ti(;n that some of the clerks were paying high rates of interest even 
u}» to 300 per cent. ( 4/ per rupee per mciith). 

1096. He has not given you any concrete cases ? — Perhaps he may be able 
to give concrete cases. He showed me his acxiounts showing that such 
and such gentlemen of the Government of India offices were paying such 
high rates of interest. 

1097. Do you mean to suggest that most of these dealings are with the 
KfihuJi money-lenders ? — Yes. 

1098. Are these high rates general in the eases of other creditors?— 
No, I may tell you that such heavy rates of interest are not paid for 
aM loans; it is only in exceptional cases that such rates are paid. 

1098. So far as K3ovcrnment servants’ co operative societies are con- 
cerned, have you instances in mind in which these roeml>ers of the 
societies had to pay such high rates of interest V Are there members of 
tiiose societies who have had to pay such high rates to people other 
than cooperative societies? — Yes. 


* Contmued from page 84. 
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1 1(X). Oicl you Qiiikc personal eQQuirios? O&n you give any concrete 
instances ?— I made enquiries, but they don’t like to reveal names, 

1101. You have no means of knowing the names ?— No, but I have some 
suggestions to make. From thef purposes of lop^s which are written 
in the bonds, I have l>een able to come to the conclusion that the loans 
were borrowed from the co-operative societies to pay off the loans which 
were taken at a higher rate of interest. 

1102. Have you got this information from the managing committee of 
the society ? — I collected this information from the liooks of the 
society. 

1103. The books of the society don’t disclose the name of the person 
from whom they had borrowed ? — No. 

1104. You have talked hero of the grass-cutters paying rates of int(‘rest 
up to GO per cent, and you say that the creditors are big grass con- 
tiactors or saJnikny.^. Can you tell me the purposes for which these 
grass-cutters borrow" — The purpose is t*> take contracts from the 
f)igger contractors. The l)igger contractors take tiovernment lands on 
contract, and these small contractors take a sub contract from them. 

1105. Do you mean that they take lease from the big grass contractors 
and borrow money from the same contractors? — Not from the same, 
but from other contractors. 

HOC. Does it not look rather strange? — 1 have, made enquiries on the 
subject, and I have seen the bonds and agreements myself. 

HOT. Can you say how much was the actually realised rate of interest 
by the bigger contractor ? — I have not l>een able to see all the bonds 

Have you followed any of the.se cases fiom the time of advariee- 
nient of loan right up to the date of realisation ? — Yes. 

1109. Are thes<3 the realised rates of interest ? — Yes. 

1110. How could you know that from the bonds? — AVhen loans were 
obtained from the society for payment, some payments were made in 
rny presence. I was instructed by the Registrar to pay the money to 
the creditor in my own presence. 

nil. And 60 per cent, was the rate of interest ? — Yes. 

1112. You cannot say how much money is generally recovered by these 
big contractors; it may be that in two cases they may have made full 
recovery, while in ten cases they may have lost ? — I may say that cent 
per cent, recovery was made in my presence. I cannot say of the other 
grass contractors. 

1113. You mention again that the masons have to pay about 18 per 
cent. Is there any special rea.son why this class should pay a lower 
rate of interest than others ? — This depends upon the stability and the 
fact that they reside in the city. The grass-cutters generally belong to 
outside districts. 

1114. And therefore the security must be less ?— Yes. 

1115. What are the purposes for which these masons generally borrow? 
— They borrow for household purposes, for sickness or marriage pur- 
poses. Sometimes when they are not able to find labour, they borrow. 

1116. I pass on to that part of your memorandum where you talk of 
’Consumers’ stores (Question 51). Have you ever w^orked out in detail 
the difference in prices of ghee and milk in Delhi city as compared to 
a mofussil area, say, 10 or 12 miles off ? — I have got the statistics, 
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|117. Will you kindly pass them on to me?— -I Imve not got them here; 
I will send them to you. 

1118. What are the difficulties in organi.sincr purchiHing soiirti^^s or sell- 
ing societies?— I ha^e made enouiries only ahout the sunply of milk. 
The difficulties are ntrtherous: tor instance there is the financial diffi- 
culty. 

1119. Have you in mind the benefit of the ron-'mier« or the ' er i ?'.t of 
the producers in making the suggestion?—! have in mind the Vieneht 
of the producers. 

1120. Why will you not have in mind the benefit of the cofisiimers ? — I 
have not been able to study the conditions of the ix>nsumers. 

1121. You dordt expect an.y financial difficulty in the wa^" of organis- 
ing consumers’ society There i.s the diffu iilty of distribution in this 
case but no difficulty of finance. 

1122. Bearing in mind the conditions which you have described almut 
the rates of interest that urban classes have to pay, don’t yon think 
there is enough soov>e for employment of money, in the city of Delhi 
itself? — There is sufficient scope, but who should run credit societies? 

1122. Do you mean to 8ugge.st that the right sort of persons in urban 
area< are fewer in number than in rural areas? — It retpiires an ex- 
planation. The urban v'eo|)],> aii' very difficult to !iandh\ while it is 
very easy to lead the village people. 

1124. Then you think that the organisation of cccopfo at ive movement 
in village's is far more ea«v than in urban ari'as? — Yen. 1 have organis- 
ed societies in offiices. YTierc educated i^eople are (omern<^d, 1 find no 
difficulty 

1125. But the percentage of educated people in urban areas greater 
than in rural areas '’--But we have tackled them only recently. 

1126. W^hat al)out your predece.ssors in office ?— The movement in the 
urban areas was started only rec^ently during the last twm or three 
years 

1127. You yourself have told us that there is a large amount of money 
in the hands of the Central Bank which has not been utilimul in 
financing the societies in Delhi ’ — Yes. 

1128. Bearing in mind these urban conditions, if cooperative move- 
ment could be extended in the urban areas there is no justification for 
financing the r.’>t«ide societies? — There is f>n(* point Wc miiHt have 
leaders in the Delhi city to start co-operative Hoeieties. 

1129. But there is no justification for utilising the Delhi money to help 
Gurgaon ? — No. 

1130. Or for investing so much in Government securities ?-“There is 
justification for that. We must have fluid resources. 

1131. But only the minimum of liquid resources which is neceMHary for 
your safety? — As well as for the investment of reserve fund according 
to the bye-laws of the co optuaiivc .societies 

1132. But the law of the co-operative socif ties^ insists on the investment 
of only a certain amount in fluid resources The matter is left to the 
discretion of the Begistrar. who says that so much amount should l*e 
invested in Government sti^’iirities including so much on account of the 
reserve fund. 

1133. If there were need for financing the movement here in Delhi, 
there would be no justification for locking up in Government securities 
Jiriore than was necessary for fluid resources? — Yes, you are correct 



1134. It ha0 been sometimes suggested that it ig very d^cult for the 
cooperative movement ta make headway in notoriously precarious 
tracts. This suggestion has been put forward by a leading co-operator 
in another Province. Do you find any justification for that suggestion 
so far as the precarious area in Delhi is concerned 1 — There ig no such 
precarious area in the Delhi Province. 

1135. Do you mean to say that there is no harani tract; is not it a 
precarious tract -There is harani area, but it is not a precarious 
tract. Part of it is open to the vicissitudes of season depending on 
the rainfall. 

1136. Don’t you find special difficulties in that particular area in some 
seasons f— Certainly. 

1137. Can I have the figures of overdues of co-operative societies tabu- 
lated separately for this part which you say is exposed to vicissitudes 
of the season and the other part which is more or less secure ? I want 
to compare the overduer in this tract with those of the other area ? — 
Very well. 

1138. Considering the area which you tell us has often scarcity years, 
is there any room for starting co-operative famine insurance societiea 
there ? — It is too high an idea. 

1139. It has also been suggested that co-operative societies should take 
onl}' members who are free from previous debt? — 1 don't think so. 

1140. Don’t you think that during the period in which the previous 
debt of the co-operative society is being paid off, a member of a co- 
operative society should not be allowed to raise any new encumbrance 
on his property ? — It is very desirable, but people generally don’t do 
it, though we insist on it. 

1141. Have you got any societies in which the baniaf^ have been admitted 
as members ? — There are banias as members, but they are shopkeepers ; 
they don’t do money-lending. 

1142. If they do money-lending, you don’t admit fhem ? — We don’^t 
admit them because they will obtain loans from the society and then 
advance to the people. 

1143. You may not give them loans, but can have deposits from them ? — 
There is no objection in that case. 

1144. L. Bnl Kifihen : The rules only stop them from coming on the- 
committee. 

1145. Chabhfni : As a matter of fact have you got banian as mem- 
bers of the co-operative societies who don’t borrow money ?— Certainly. 

1146. If they are on the managing committee, they will help the manag- 
ing committee to exercise efficient control in the granting of loans? — 
Gfenerally they don’t do so. What they do is that they become members 
just to prevail upon the managing committee to recover their own dues 
which is otherwise a doubtful item in the case of gome of toe debtors, 

1147. Supposing the money-lender puts his deposit in the primary sO'- 
ciety and that money is lent to the members ; that in effect would mew 
that it becomes the society’s loan to toe members which is more easily 
realisable than the debt of the bania and he will have the surety af 
the society itself. On account of this additional security the ham® 
may be induced to keep his deposit in the primary society on whidi 
gets 7 or 8 per cent, as interest ? — ^That is possible. 
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1148. In such a case if you could enlist th^mpathy of the banm and 
^ure him that his money, if deposited in the 8*>ciety, is far more safe 

because ther# will be a certain amount of ruotual conioK would there 
be any objection to makings him a member of the managing conuiutt'oef 
— Under the rules he is hot allowed. 

1149. We are talking of the changing of the rules ? 

1149. L, Bill Ah-^hen: Prof. Chablani, I don’t follow your qiicHtion. 

1150. Prof CkahUtnj: A sugge.stion has been made l)y a leading co* 
operator in the United Provinces that the money lender should l>e made 
a member of the co-operative society and should be given the iu>\ver to 
control the granting of loans. 

1151. L. Bn! Ai\hrn : As an ordinary member of the managing corn- 
Tuittee.he will have only one vote. 

1152. Prof,P/iabI(itn : That docs not matter. The suggi'stion is that the 
money-lender with the a.«5surance that his money in the society is far 
more safe than if lent out to individual inemiters with a little enhaivtv- 
Jiient in the rate of interest on his deposits and with the membership of 
the managing committee thrown open to him will prove very useful in 
controlling the granting of loans to heavily indebted persons. 

1153. L. Bal Kfshrri : You will have to amend the constitution of the 
Fociety also in order to make him a merniier of the managing committee. 
As a matter of fact this is the policy of our Hegistrar (hat the banking 
community should be more rcpre.sentc d on the Hoard of Directors of the 
Central Hank, l)ecause they have far more knowledge of tlic situation. 

1154. Prof, ('hohhitd : la the deposit of a aohohor, who is not a mem- 
l»er of a co-opcrati\'(' society urnler the bye-lnws, ccnside’orl as debt due 
by the society? — Yes; the deposit of an outsider is a debt. 

Supposing he l)ecomes a member; doe.s it technically give him the 
rAme security as an outside creditor has, viz., joirP unlimited lialdlity? 

If he is a neunljcr of thr society, it is of (‘f>ur8e society’.-^ liability to the 
meml)er. 

1155. />. Bol Ki>ihni'. Prof. Chablani, so far as outsiders are coneerne<i,^ 
there is a joiiit unlimited liability. 

1156 Prof. Cho}>luni \ Will the same liability remain if the depositor 
becomes a member ? 

L. Bal Ki^hfai ; If I am a rmunber, so far as df positorH are (^onecrnml, 
my deposit is lial^le to attachment in case of unlimited lial)ility; but 
if the debts due to non-rneml^r depositors arc cleared off, I shall have 
the first claim on the assets of the society 

1157. Prof. Chablani : So that his position as a creditor UHomeft worse 
if he becomes a member. One other general question regarding gen- 
eral policy. Do you find in a number of cases that the individual mem- 
ber of a co-operative society is increasing ou-tside iKirrowingB while con- 
tinuing to be a member of the society? — In urban societies I do tK>t 
find that, but there are cases in rural societies. 

1158. In order t-o put a stop to that will you lie in favour of limiting 
membership to persons who are not allow^ed to deal wdth the outaide 
public ?— How is it practicable. 

1159. You have got, for ’nstance, in some places Encumbered Estat^ 
Act. Once the estate is declared encumbered and passes into the hands 
of Government no man can lend money without the risk of losing i 
€<Mnpletely ?— Yes. 



110 


1160 . In the same way it is suggested that his dealings should be con- 
fined to only the co-operative societies? — If that is possible, it is all 
the better for co-operative societies. 

1161. Would it also not be better for the co-operative societies to limit 
the membership to members who are really in a position to save some- 
thing in order to pay of! their heavy debts? — It is very desirable. 

1162. I mean when members are admitted an inquiry should be made 
into their economic position and that the co-operative society should 
admit only such persons whose normal income exceeds their normal 
expenditure, and who, if they made over a part of their surplus income 
to the society, will be able to pay off their previous debts? — Yes. 

1163. Do you think the co-opeiative society should take over the entire 
previous del)t of such a man ? — It is not desirable. It has been found 
impracticable in cases where an attempt was made by the society to pay 
off his previous debts, because there is no guarantee that that man wdll 
remain faithful to the society alone. 

1164. If there were a guarantee, in the form of a law that his debts 
incurred by him from others after joining the co-operative societies 
will not be recognised by the law-courts his dealings will l>e confined 
to the society alone, and he will have to stick to the society till his 
previous debts were paid off ? — Our personal experience is that it has 
not proved useful. 

1166. But you could never have tried such an experiment because there 
is no such law at present ? — We have tried a few cases where though they 
expressed their desire to do so they never remained faithful. 

1166. Supposing a law is made that his Joans from outsiders after a 
certain date will not be recognised by law courts will you be in favour 
of the co-operative society paying off his previous debt? — This experi- 
ment iias not been tried. 

1167. Are you in favour of such an experiment ? — It all depends upon 
.individual examples. Supposing the debts borrowed from outside are 
%o heavy that his income is not sufficient to liquidate the debt . . . 

1168. But 1 have already explained that the society should take only 
such persons whoso normal income exceeds their normal expenditure ? — 
Then it is desirable. 

1169. Katf war Mofi Lai \ What is the difference betw^een a money-lender 
and an indigenous banker ? — We did not make any distinction between 
th^ two. 

1170. Can you define the two? — I cannot 

1171. In answer to Question 64 you say '‘There is a general prejudice 
against the indigenous banker in the province, because his dealings 
with the clients are not on sound lines'\ Do you ruean the indigenous 
banker of the city or the village money-lender ? — I did not make any 
distinction between the two w^ords. In whatever I have said about the 
indigenous banker or the money-lender, 1 meant only the village money- 
lender and nobody else. 

1172. In your memorandum you say that loans advanced for six months 
are often paid before the expiry of six months. Can you give apy 
instance ? — I will send you instances. 

1173. What is the percentage of the agriculturists and the village 
iiioney-lenderB who bring produce to the market ? — I cannot say. 

Dir Singh and Fitarnhar Singh, 
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1174. Then how did you express the .view that the produce is token by 
tlie money-lenders from the BMiculturiste and the former take the nro- 
din?e to the »*««</!« f — Generally the agriculturists dclivr their produce 
to the village money-lenders ^who sell the produce in the 1 

found in the Hauz Rani villi^ where I (Bir Singh) went for pxtrposes 
of intensive survey that only two or three agriculturists took their 
j - oduce to the market: the others delivered their produte tt» the village 
Rioney-lenders who took it to the marketing centre. 

My question is what percentage of agriculturists and money- 
lenders bring produce to the Delhi marketing centre We cannot 
give definite figures. 

1176. In case of non-recovery of the debt what steps docs the society 
take ?— The department prepares the case and forwards it to the arbi 
trator who gives his award which is executed through the civil courts. 

1177. If the money cannot he realised, do you wdl his land but 

wc recover it from the sureties. 

1178. How long have you been Inspector here For the last three 

years. 

1179. The co-operative society makes recoveries at the harvest time ? — 
Generally recoveries are made at the harveHt time, 

1180. Mr. F. F. V,ray \ In answer to Question 2 you say that **the prs* 
niery sofuotie^ elitnin loans from the (’entral Hank at 9 per cent, and 
uistrihute them among their members at 12.^ pi'r cent, on [lersonal secur- 
ity. Simple interest is charged half yeaiiy”. What do you mean by 
simple interf‘st ? — There is no compound interest. 

1181. No interest is charged on the interest if it is not paid 
half yearly ? — W'e charge intercut only on the capital. The unpaid 
in* crest will remain as arrear without any interest. 

11^2. In answer to Question 12 {h') >ou say ‘ there may be only few <'a«‘s 
in which a money-lender is ever known to have advanced any numey 
for capital and permanent improvements*’. Is it that he would not 
lend or wn.s never asked to lend ?— The money lender would refuse to 
r.dvance money for capita] and permanent improvernerits. 

1183. Your reply is indefinite. Would he not advance for improve- 
ments? — He wants the return of hi.s money as early as fiossihle, so 
that it may I>e (‘omi ng and going. 

1184. He would, you think, advance money for cw]) purpow^s, hut not 
tor the sinking of wells, etc. ? — No. 

1185. In answer to Question 29 you .say ’ The Land Alienation Act in 
the only legal impediment known to interfere with the mortgaging 
of agricultural holding; hut it has no adverw effect on the agricul- 
turist’s capacity to raise capital for long period". Does not it take 
away a good deal of his security ?— We have not met with many cases 
in which loans were advanced on the seeurity of land. 

nSG. Is not that because of the Land Alienation Act; surely Ivecaufic 
no s<icurity is attached to the land now that they cannot offer it to raise 
long t^rm loans ?-~Our point was that there is no arrangement for long 
terra credit. 

1187. Is there any security to offer for long term credit ? — In the village 
of Shahdara, for instance, where this Act does nOt apply, we find 
that it has not affected at aii. 

1188. You consider then that the Land Alienation Act does not take 
away the security ^ — For long term credit it has not affected. 
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1189. It is very strange. You say *‘money shoujd be lent on interest at 
least 1 per cent, higher than the fate of borrowing**. Surely nobody 
can work his business at 1 per cent, difference? — We referred to the 
mortgage banks. 

1190. Can you borrow money at 5 per cent, and lend it at 6 per cent ?— 
It is generally borrowed at 6 per cent, and lent at 8 per cent. 

1191. That is better, but here you have said “at a difference of 1 ner 
cent. Yes. 

1192. In answer to Question 64 you object to the dealings of the indi- 
genous hanker. Are you referring to the indigenous banker or to the 
village money-lender? — To the village money-lender. 

1193. But that question clearly relates to the indigenous banker ? — We 
have not made any differenc‘e l>etween the two. Whei\?ver this word 
occurs in our memorandum, it may l>e meant to relate to the village 
money-lender and not to the indigenous banker. 

1104. Are not the Post Otfice Cash Certificates popular among the rural 
classes ? — No. 

4195. Would they he more popular if they were in the form of gold 
certificates, so that if anybody gives Rs. 8 worth of gold, he may get 
say Rs. 10 worth of gold after 5 years? — We cannot say. 

1196. Z. Bal KiRhrn : Your experience fg that by co-operative efforts 
you could reduce the expenses on social functions ? — We have succeeded 
in doing so. 

1197. And thus helped in reducing the agriculturists’ indt'btedness to 
some extent? — Yes. 

1198. What percentage of the adult male population of the Delhi Pro- 
vince has been touched by co-operation in rural areas? — About 10 per 
cent. 

1199. You take only adult members. If you have got 10,000 adult 
members, you think that about 50,000 souls you have touched ? — Yes. 

1200. That means that during the last ten years you have touched alx)ut 
]/4th of the whole rural population? — Yes. 

1201. Your experience show’s that debt is very high in rural areas. 
What are the causes? — Bad system of credit and then large expenses 
CD. marriages. 

1202. Then what you require is not more credit, but more banking? — 
Yes. 

1203. That will improve their economic conditions and will provide 
facilities also for productive loans? — Certainly. 

1204. Prof. Chablani: What do you mean by banking? You are pro- 
bably asking for restriction of credit. 

1205. L. Bal Kishen : I mean facility of banking by which they can 
bank their savings and can draw on their savings also. (To witneu). 
That sort of institution is very desirable in the villages? — Yes. 

1206. Have you any reasons why a hania or a local money-lender would 
not give credit for long term improvements : has he not got the funds 
or the desire to advance ? — It is a common practice amongst them that 
they d<Mi’t advance for long terms, 

Messrs. Bit Singh and Pitambar Singh. 
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1207. Why does this practice exist?—! have not studied this point. 

1^, Generally your policy now is that one society I't^presents ono 
village and people like it 1— Yes, certainly, 

1209. Different communities and different pevs<')ns can j^nn (In* same 
society Yes; they like it. 

1210. By which class is MahroU ihtffn mostly pojmialeil ? It is popu 
lated by (lujjars, Mayo and .lats. 

1211. This is the only ilruja in which you have got Mohanmuidans I Yes. 

1212. You have said that under the m/i^i system instalments are paid 
back monthly. How do they pay when th<* iinome of the 

comes only once in six months ? — In this part (Mahroli) they do other 
business also, c.f/., carting, and so they havt* got tuhto* nn an^ of |>ay- 
ment. 

1213. It looks rather strange that for seed and other expi'nm^s the 
money-lender charges a high rate of interc'st. This is a f»rodnctive 
loan and he can U* sure of its l>ayment at the crop time. Why should 
he charge a high rate of interest on such loan I — That is due to the 
urgent ne(Mls of the peo|)l<‘. They retpiire tin* inonev urgently at tlv 
time and sf) the rnoin'y-lender takes advantage of it ami eharges \ 
higli rate f>f inten'st. 

1215. What I gather from your note, is that tin* credit conditions on the 
Mahroli side are very bad. They cannot get any loan without iiawuing 
ornaments? — Yes. it is so. 

1216. In answer to Qiie^ion 14 you say that the loans advanced by the 
Government in the form of talari can l>e distributed through co- 
operative societies to a greater advantage and eonvenienee of the agri 
cultiirists. Have you thought out of any scheme ? Our object is that 
this system should l>e sim))lified and in inieh District a Co-operative 
Department officer of the status of an Inspector should be avjpoinied 
under the charge of the Registrar ? — I think it will faeilitate the 
process. 

1217. What you mean is thal application.s for grant of takari should 
b'’ dealt with by the officc'r of the Co of>orntive f)(»parrnen( C- That 
officer will be in charge of the whole ijopnlalion. 

1218. Th(‘ keeping of fnkavi accounts would not have anything to do 
with the .society. That will V)t' given the agricuiini isls dirc'ct and 
what you woant is th<it to change the agenev of gl.ing loans from the 
revenue to the Cooperative Dcpartmc!)! ? --Yes. 

1219. Prof. C/inhJani ’ Even for non members ? ~C<‘rtainly, for all. 

1220. L. Bal KUhrn : In reply to Question 15 you have suggested lots 
of co operative activities for rural populatio?) These are mort‘ lechni 
cal branches of co-operation than mere credit and the question of 
their extension will have to be put aside till the members arc thoroughly 
educated 1 — Yes. 

1221. In answer to Question 33 you say ‘ Loans from central institu- 
tions should be taken for long periods repayable in half-yearly insta 
ments at recovery sea^; n’h Of course the Central Bank cannot lock 
up most of ite capital fon long term loans when it takea dopoeite on 
short terms?— If Hiey get deposits on long terms then, they should 
julvance loans for long periods. 

(TAe wiineU€9 wifhdrew,) 
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Mr. NARAIN "S1NCS» Hofi 0 rarr Secretary » tbe Delhi Froviace 
Central Co^-oiierat m Bai^, 

Rc|ri*nt to fiio Q^estionnelli. 


A. — Agricultural indkbtednesr. 


1222. 1. For a rough estimate of indebtedness of agriculturists and 
luraJ classes, Delhi Province (rural area) can be divided into 4 areas : — 

(a) Mahrauli side known as the billy tract. Indebtedness from 75 
to 85 per cent. Those who are free from indebtedness are Alilitary pen- 
sioners owning small holdings. 

(h) Dabar or Najafgarh side, indebtedness about 75 per cent. 

(e) Nangloj and Narela side or nahrl ilaqa, indebtedness about 60 
to 60 per cent. 

{(i) K+iadar or villages on both sides of the j ivei- .luinna. Cis- 
Janina side more indebted than the trans-Jarnna area, indebtedness 
ranging from 70 to 85 per (ent. 

1223. The proper manner in which a correct estimate can be obtained 
is not by offi(dal or public enquiry but by private or confidential 
investigation, for the debtor and thf' (*reditor both feel shy in making 
their dealings public, the former for fear of losing his reputation 
and the latter for fear of losing a custoiner. 

\a) Mortgages of land, thougli in (juite a large nmnbei* do not quite 
show even half the indebtedness of the class('s. Their ptneentage is 
about 20 per cent. 

(h) Various creditors of non-agricultural classes have devised means 
to circumvent the provisions of the Punjab Alienation of Land Aet, by 
having recourse to h(ti(tnn transact ions. Their percentage is about 
,5 per cent. 

^ . (e) (1) More than orie-thii’d of tbe debt is incurred e.gainst village 
houses, ornaments and crops Their percentage is about 15 per cent. 

(2) L'^nseciired debts. Their percentage is GO per cent. 

{(i) lu very few cases, unless it was to redeem an earlier mort- 
gage. 

(b) Very frequently and lavishly. 

(ic) Frequently. 

(d) In certain cases. 

(r) Not to our knowledge. 

(/) For seed, very often ; for manure, never. 

(p) Never, 

(k) Sometimes. 

(i) Sometimes. 

(J) Very often, 

-<fc) Very often specially for bullocks. 

({) Never. 

(m) Sometimes. 


( /I ) I'lever. 

nr-p Rcldom free from indebtedness. As the 
‘^he°Wgger the land lord the bigger is the indebtedness’ . 
L"re are v-ry few land-lords in the 
3fr. Naram Singh. 
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may usefully ^ organised for propaganda work, 
soouid be ^ expenditure on nctarriages or other feaiiwe 
w<snsioi^. Social boycott of .persona -spending unnecessarilv has been 
found effective to restrain unnecessary waste. 

Creditors are mostly professional money-lenders, pometimea indi- 
genous bankero, zatfUtuIars and co-operative societies. Debts do not 
represent a small percentage of the total indebtedness. 

1227- 2 . Professional money-lenders charge 1 to 4 per cent. In emer- 
gency cases their charges range from .V) to l(k) per cent Interest is 
added to principal usually after a year, and sometimes after six 
months. 

1228. Method used for forcing repayment of debt is by attachment and 
sale of the movable property of the debtor or by arrest of the persons 
of the jiuJgineut debtor or mortgage '>f the immovable property. 

1229. 2. Credit is not half so facile as it would have been had there 
been no Alienation of Land Act. But in iliat case the clanger to the 
ordinary agriculturist would have been inueli greater. 

1230. 4 . Replacement mentioned is rather rare in Delhi Province. 

1231. 5 . Yes, but the number of such jiersons is not very large. 

1232. 6 . If this replacement is allowed to go unchecked the actual cub 
tivator is likelv to lo.Sf* the iru^entivc for intensive cultivation. The 
Punjab Alienation (^f Land Act has checked it to a very great extent. 
Furthio* legislative safeguards in this direeton ^^lll not le* of ?uiieh use. 

12^13 7. It IS not customary, Vmt sometimes priestly classes or meninli 
of the village are reepured t<» do some sort of juusonal service or 
labour in bcu of interest on l(’ans. 

1234. 8 . Methods and (‘ffects of advances bi ca.sfj or kind b> jirnfrssional 

rmuioy lender ^ and t ransboi dcr money huidt rs arc to a \ cry great 

extent demoralising. Very often the amount realist d is double the 

amount of loan advamud. SomeliuK's even luule foiee is resorted to 

by transbord ‘I riiom^y lenders, lidhti system has ruined many a waw|U 
agriculturist. 

j235. 9, The Act mentioned is not ladng availed of. 

1236. 10. Regulations of Accounts Bill pending before the Punjab f-.cgi»- 
lativu' (’ouruil is likely to improve the fairness of tmutey tran action. 

1237. 11 . Then* are no arbitration boards or village /id fu haj/af h in this 
Province. Attention of the Local (lovernment has several limes been 
drawn to the extension of the Village Pan< hay.it Act to Delhi Province 
by non o^cial organisation but to no avail. Need of auch extenhion i« 
imperative. 

B.— -FiyANCi-: for AORicmuRAR production. 


1238. 12 . (a) A small cultivator usually obtains finance for expenses 
dimng cultivation from the money-leuoer who is usually a professional 
one. Big land-fords provide for it themselves. 

(6) For capital and permanent improvements, bf th big and small 
lancWioldera obtain finance from the takavi system of the Clovernmsnt. 
Verj^ few effect such improvements oi|t of their own savings. 


(<y) Profosaional money-lenders provide again for their special needs. 


Rates of interest are ujually 1 per cent, to 4 per cent, for both (a) 
and (A). It is for (c) that an exorbitant rate is e]|ctorted. Rate of in- 
terest charged for cash advances is slighty higher than for loan in 
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1230. (Government only advance (akuin. In case of other needs they 
are financed by professional money-lenders and dealers. Other finan- 
cial agencies mentioned do not play any part in financing the agri- 
culturists in this province. 

12^). 13. Cultivator^ do not freely borrow takari^ reason therefor 
being the unsympathetfc attitude of the Revenue Officials. It is very 
seldom tfiat the full amount needed is recommended or sanctioned and 
it is rarer still that the full amount sanctioned actually goes to the 
pocket of the borrower. If such cases are dealt with by the Collector * 
himself instead of being left to the discretion of the Tehsildar oi^ 
Kananijo , the Uikavl system can be much improved. 

Secondly, if the grant of such loans is made on the recommendations 
and through Ccfitral Co-operative Banks, much greater benefits will 
accrue to the borrower under this act. 

1241. 14. There is no co-ordination among the various credit agencies 
financing agriculture in the ilaqa nor is there any likelihood of there 
being any improvement in this direction iiidess Government chooses to 
co-ordinate with Central Hanks. 

1242. 15. No proper system exists for financing agricultural production 
in this Province. If supply and sale societies are started, the culti- 
vators will be able to borrow money on the produce and dispose it 
off at better rates. They can also buy seeds, etc., from these societies 
at a reasonable cost. 

1243. 16. Rh. 20,00,000 for Delhi Province. Its. 5,50,000 has been in- 
vested by the bank in making advances to societies which is about 
25 per cent, of the total money required. 

At present it is suffici^mt. Capital can be increased when required. 

1244. 17. Marketing Centres are: — 

Delhi City. 

Najafgarh. 

^ Shahadra. 

Narola. 

Mehraul:. 

1245. 18. At present the produce is brought by the cultivators to the 

marketing centre.s, and they sell it and go back w ith the sale proceeds. 
Banks and bankers do not play any part, in the marketing of the pro- 
duce. They sell it through merchants and The cultivators 

pay 0 0 6 in a rupee as commission to the arlidfiy they also have to pay 
other incidential charges such as dharmada^ gaiifihnla and w^ages to 
labourers, etc. 

1246. 19. (a) In rooms and pits. 

(b) He does not store there. He sells it and realises its proceeds. 

In a fow’ instances, he borrows from mhukars on the security of 
produce stored. 

1247. 20. There is a great chance of success of licensed warehouses in 
India as in the United States of America. Yes, Government help is 
necessary for financing such institutions. 

1248. 21. The cultivators may be able to raise money on the produce at 
the least possible rate of interest. At present no iaciJiiiec. exist. 

1249. 22 . None so far as this rural area of Delhi Province is concerned. 

1260. 28. There is an enormous s^pe for forming pools and attention 
of the Co-operative Department is ^ecially invited in this direction. 

125L 24. No such bills are in use. 

Mr, yarain Stngh, 
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D.— Long pkriod loans for AGRicuLTuiur. 

12IS8. 35. There is a crying demand for long term credit in the whole of 
the Province. Capital and permanent in)proven)cnt^^ in land cannot be 
effected without facilities for long term credit. Improveii agi icultural 
implement and methods cannot be availed of and sinking of wells and 
other agricultural improvements caxinot be effected without long term 
loans or credit. 

1253. 26. There is a paucity of money in the and most of the 

mortgage money is multiplication of interest rather than an advance 
for long term credit. 

^ l^bi. 27. The agriculturists do not freely l)orrovv reasons 

therefor being the same as given in answer to question No, lit. 

1255. 2S. The average value of land per aero varies from Rs 50 to 
Rs. LOGO. Under normal conditions the ratio of net annual yield of 
land of average quality per acre to its market value is i to HX). Tlicra 
are various eeonomie facts governing such value. 

Chief of them are as under — 

(1) Paucity of money, 

(2) P'all in prices, 

(3) Clradua] decrease in the yield. 

(4) The general principle of demand and fea|)ply. 

So far as (u) and (h) are eoncerried there is no sm h instance in this 
Province, where land has been put to auction on atcount of non pay- 
ment of land revenue or by a court decree ((except a few (tans Jumna 
villages) that are exenqited from th<‘ o|>eralion of AlitmaCon r»f Land 
Act. Above figures indicate value 'n private negotiations. 

1256. 29. Provisions of the INinjali Alienation of fj'.m) .^«t ^••rvc. hr a 
hindrance to mortgage of agricnitnrMl holfln y ; J'he;) c\ on agri- 
eiilturists’ cajjacity to liorrow capital for long period is fidvcise. Rut 
it ii highly undcsiraldc that the existing law should he modified hcaauHc 
in that case the borrower will not only lose the imiirovemenls but the 
holdings ahso. 

1257. 81. There are no mortgage banks in this Province nor any other 
bank for providing long term credit. 

125b. 32. (e) The model bye laws for land mortgage banks framcfl by 
the Registrar. Co operative So( ieties, Punjab, may be adopted with 
slighi ibanges suiiaV>le to the locality. 

1259. The mortgage hank can finance for sinking of wcIIh and agricul- 
tural imf)i'ov(unents. it lan find .siiffn lent business if it* can do mort- 
gage work in urban art as. It can alsf' take up house lunkling work. 

(h) Amount of authorised capital should be K«. 2,<K).0(K) and value 
of each share be Rs. 100 out of which Rs. 50 should be called. 

(c) Yes, certainly. 

(d) P’roin 3 to 10 years. 'J'he margin should be 50 jier c( nt. 

{e) By all these three ways. 

(/) Government guarantee foi the princ jiil wdl dr» 

(g) Yes, certainly. 

{h) Yes. 

1260. 88. The bank should raise money by paying interest from 6 to 7 
per cent, and it should lent out money at 9 per cent. 

laei. *8. Proper superviaion and working on sound lines will avoid un- 
necessary lossea 



E.— lN0tT«TklttB SUBSIDIARY TO AORICUtTURE. 


1262. 38* Dairy farming, garden produce, poultry farming and hand- 
spinning can be started and successfully conducted on co-operative 
liner. These are suffering on account of initiative and lack of enter- 
prise and funds. The Co operative Department should pay special 
attention to such societies. 

1263. 89 . By starting supply and sale societies. 

1264. 40. Market can be opened to an appreciable extent. Co-oper- 
ative societies should be started and debentines issued bearing Govern^ 
merit guarantee lor financing such societies. Rose and other ilower 
cultivation and sale; hand spinning, rearing silk caterpillars, sylvicul- 
ture can he resorted to u.sefully by the former during his slack months. 
Separate credit societies similar to the present one may be started. 
There is hardly any need for a separate financial maeliinery. 

F.— Rural co-operation. 

1265. 41. They are only money-lending institutions. Banking business 
is done in very few urban societies. 

1266. 42. The Co-operative Bank bears no relation with joint stock 
banks. They keep their current accounts with the Imperial Bank of 
India and raise loans from it when necessary. 

1267. 43. On account of want of education they do not understand 
correctly the co-operative principle and act on it. Co-operative educa- 
tion by continuous series of lectures should be given and propaganda 
be carried continually in villages to impress on them the benefits of 
co-operation. Adult education is highly needed. 

1268. 44, No difficulties are experienced by the Co-operative Bank as 
regards cnpilal. The co-operative movement has succeeded in meeting 
the needs of the agriculturists to the extent of 10 to 15 per cent. 

1269. 46. In our Province Rs. 20,00,000, more will be required when the 
inovemenl s fully devcloj)ed. 

1270. 46, No competition exists. 

1271. 47. Exemption from income-tax on Government securities will 
prove useful. 

G. — NON-AGRirULTURAL CREDIT AND INDEBTEDNESS. 

1272. 48. The rates of interest are usually from 1 to 4 per cent, oven 
against the security of ornaments. The lowest strata of the society 
is the most indebted. It is a prey to the transborder money-lenders. 
Hardly any banking facilities exist for them at present. There is 
special need of organising credit societies amongst classes, such as 
ran gar Sy etc. 

1573. 49 . Cane industry (chairs, etc,), making suit-cases amongst the 
rangars^ making tin toys amongst the lower classes and rope-making, 
calico-printing, etc., exjst in the city, but they require organisation’ and 
finiCnce. They can usefully be developed by organising credit societies 
among such classes. 

1274. 80. The co-operative movement has not met the needs to an 
appreciable extent, A useful start can be made in this direetimi. 

Mr, lYarain Singh, 



mortgage banks, hoiibe building societies, should be 

producer in India does not 
^et tne full value of his produce. Sale societies are urgentlv needed 
in a city like Delhi, Attention of the Co operative Doparinicut has 
been invited but to no purpose. 

1277. 55 . The communities are baniaji and bohraa. 


^ I. — lNl)KJ^L\O^S BANKKRS AM) MONKY LKN DliK . 

1278. 56 . The village money-lenders do also sale and imreliase Imsiness. 
ilainly they live on money lending. 

1279. 67 . The village moneylenders finam-e ngrienltun' to an appre- 
ciable extent. They do not invest in shares or keep deposits in banks. 

T2St». 63 . L rom 1 to i per (*ent. usually: in ahnormni times even 59 
to 100 per cent. The reduction of rates will confer great benefit on 
the agricultural community. 

1281. 64 . Prejudice against the indigenous banker is very great, because 
their dealings with clients are not fair. In many cases they are tainted 
with fraud and forgery. Legislation like the Hogulation of Accounts 
Bill can improve? the existing state of affairs. 

1282. 65 . Their gain is at least 25 per cent., the niom'y lender 
doubles his capital in about 3 years’ time. So far as rural area is 
concerned very few have failed, Imt their business is on the deiline, 
the reason lieiiig want of fedrness in dealings. 

T283. 66. They are unable to meet all demands mostly owing to the in- 
suffieiency of theii' working capital. 

1284. 67 . None. 

1285. 68. N('gotiable instruments are not in use in the rural area. 

128G. 69 . No, there is not enough luouey. 

J.-- IxVE.STMtLNT K.AIilT A.NI) ATTRAOHON* OI ( AIM T M.. 

1287. 79. Hardl\ 5 i)er cent, to 10 per (ent. of the j)o|)uIation (/an save 
anything, l)ut the <imouMt i.^^ not v(mv largtM 

128S. 80. Practically there are no savings. Pe(»ple ( an hardly k^f f) the 
wolf from the door. 

1289. 81. Haliit of villagers to purchase silver or gold for (»i naments 
is almost prehistoric, but this can not lie regarded as an investment on 
account of the wear and tear to wliich ornaments are subjcM't and 
secondly ur; willingness of the owners sell tl'cm even y\lien they can 
fetch high prices in the market. 

Pecuniary (/onditions of the agricultui istn are .simply deplorable, 
the tendency towards hoarding does not exist. 

1290. 82, Generally, the money that came into the hands of an agri 
culturisb by sale of produce or through any other source goes straight 
to the coffers of the village money lender ; co operative societies have 
little succeeded in diverting the course of money. 

1291. 83 . Very few of th farmers can afford to lend to fellow agri- 
culturists. Terms in such cases are very fair. In prosperous years 
their money ia wasted in building pueca houses or marrying children. 
In many cases efforts are made to repay old debts. 
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J2P2. S4. Abolition of stamp duty on cheques has to a ccrtani extent in* 
creased the cheque habit but the increase is not appreciable. 

Big merchants, c-ommercial houses, mills and factories, vakils and 
doctors, banking firms and banks use cheques. Yes, Government em* 
ployees drawing above Rs. 100 should be paid by cheques, 

1293. B6, Yes, it is very slow, on account of backwardness in education. 
Thrift societies on co-operative lines should be started in every sphere 
of life; (‘xtensive propaganda should be carried to educate people. 

1294. 86 . Postal Cash Certificates are not \ery popular. They require 
revision. They can be made more popular by granting certain con* 
cessions to inenibers of credit societies. Post Office Savings Banks in 
the iUifja do not afford all possible facilities to the public. Village 
teat hers or village ])nt n avis sometimes deposit a little. 

1295. 90. At present bai’dly any special facility exists for the purchase 
of Government securities for small agriculturists. Such investments 
can be popularised amongst agriculturists by slight preferential 
treatment in terms. 

1296. 92. By propaganda work on a large scale and adult education 
chiefly on co-operative lines, 

1297. 94. Village money-lender and co-operative banking. They are 
not adequate. 

1298. 95. Post Office Savings Banks ought to be opened in every Post 
Office in rural area. A big land-mortgage bank with a working capital 
from Rs. 30,00,000 to Rs. 40,00,000 is the prime necessity of the Pro- 
vince, and the Local (jovernmenPs special attention is invited towards 
this fact. 


Oral Evideneft. 

1299. ('haivNKfu : You succeeded Mr. Aininuddin Malik as Secretary? — 
Yes. 

1300. Sinee last year ?— About 14 or 15 months back. 

1301. In answer to question 6 you say : “If this replacement is allowed 
to go unchecked, the actual cultivator is likely to lose the incentive 
for intensive eulbivation^\ Is this replacement going on on a large 
scale ?-^Tt is, rather, but not very much. 

1302. Then it is not a very serious problem ? — Not at all. 

1303. In answer to Question No. 8 you say “sometimes even brute 
force is resorted to by trausljorder inoney-lendrws”. You mean the 
Pathiuis ? — Exactly. They are small investors and ust* ioj ce even in 
vilhiges. 

1304. Do panrhai/ats exist in Delhi Province ?*-Not at all. As Secre- 
tary of the Zamindars’ League I have several times invited the 
attention of the Government to that fact. 

1305. Is there a zainindars league here? — Yes. 

1306. You are a zandndar I — Yes. 

1307. Z. Hal hishen : He is jat by caste. 

1308. Fttwm-; This system is being tried in the fiohtak District, but 
at present the Delhi Government has not considered the question. 

1309. Vhainnan : What do you think about the Land Alienation Act ?— 
Certainly it ought to remain. 

1310. In reply to Question 26 you, say “there is a crying demand for 
long term credit in the whole of tie Province”. What remedv do 
you propose, mortgage banks ?-Ye8. On Monday last at a meeting 

Jdv, .^aratn Stfigh. 
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of the managing committee the members themselves said that a 

mortgage bank ahould be staj'ted as early as possible ; and on the 

occasion of the last general meeting the question was raised that 
Government ought to take steps to start land mortgage banks. So 
far as Khadar ilnfjo, and Najafgarh side are concerned, the i-redit 
system is not so bad and people have begun to learn something in 
that direction, and they borrow and lend punctually to some extent 
as compared to the Mahrauli side, and 1 think a mortgage hank caa 
safely be started to the advantage of these people. 

1311. In answer to Question IG you say ''JJs. l' 0,(K).000 for Delin' Pro- 

\iMCe’’. On what do you base this caieiilatien f This ealrnlj? t !.>n. I 
am afraid, is a hit incorrect. It ought to be about do\ible that amount. 
Half of our money is iinested in societies l>e!onging to Oingaon or 

a little less than half. We have invested in Delhi a little over 5 

lakhs and a little over t lakhs in Ourgaon. So if w ctmfme our 
dfoKs only to Delhi Province, wc may rei|uire liO or 30 lakhs. 

1312. />. Shii Iitint : The whole object of the cO'0})erative moveiiu'nt or 
any other movement is to help the poor man to get over his diflieultiet 
in the matter of his debts ? Exactly. 

1313. Do >ou attribute all his difficult i(cs tlic high latc of interest 
charged i\v the nioneydenders, l>ocan8e you say in oiu' place that ho 
( annol get (mt of his powc'r There' are 8e\('ral other reasons, this is 
one of them. 

1314. Tliis (■o-o})erative movement has Ik'^h going on rnen tir less 
for 25 years and it has not yet touched the main difficulty I — It is a 
hard fact. 

1315. You suggest a number of remedies, such as the retiuction in the 
rates of interest of Post Office Savings Banks, loans by land mortgage 
!>anks. app<n’ntment of Ib'gistrars and all sorts of things. All that 
means money to he sfK*nt by the Govcrnn.cnt over ind above £ho 
ordinary expenses ? — Yes. 

1316. Do >ou know that U.3 f)er «‘ent. of the populatiun is rural, alter 
all the whole of this money will have to be found by the farmers 
themselves ? Ultimately. 

1317. That means that you want to rob Peter to pay Ibiul ? That if? 
not my point. 

1318. After all the farmer has gfg to })ay for all tlu'sc' cxp*-nscs, and 95 
oer cent, of tin* population b(‘ing rural popu]atb)n, th“ rub farmer 
has got to pay, or I may say, the farmer who controls his cxjumHcs, has 
got to pc'iy for the oiic who floes not !- Hut in anorh r Dmic 

1319. But you agree with me there Yes, he has to pa> . 

1320. Has he to pay up entirely ? -Exactly so. 

1321. The whole point is if this money is to be found for co operative 
societies for land jnortgage puj pows, that money has got to pay sora# 
interest. Is it not? — That is true. 

1322. And do you think it would be possible to get deposits /or long 
as well as short terms below 7i per cent, on an average ? — I think we 
can get money at about 6 per cent, interest. 

1323. Do you know that (Trovemment of India, which is considered the 
best security, has to pay 6j per cent, interest on its borrowing I— 
Yes. 
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1324. But if Government of India finds it difficult to l>c»rrow at any* 
tiling lesB than per cent .do you think you will be able to at^act 
money cheaper ?— But the difficulties are of Government’s own making. 

1325. I am not concerned with that. What I say is, as a practical 
proposition, do you think you will be able to attract deposits at 
anything less than 7 per cent. ? — I think it will be possible. 

1326. Do you know as Secretary of the Central Co-operative Bank that 
the expenses of management, etc., of your bank comes to more than 
4 per cent. ? — It i.s less than 1 per cent, on the working capital 

1327. Your predecessor in office has suggested that interest may be 
charged even up to 15 per cent, or more and he will have no objection 
to any rate provided the maximum is fi.xed. Do you agree with him^ — 
1 don’t agree with him in his statement. 

1328. As it is, you charge up to 12 per cent, interest, is it not ? — Yes. 

1329. Tlje cooperative movement is a new movement and it has not 
yet even touched the fringe of human .society in the propagation of 
its ideals ? — That is so. 

1830. You have said that your whole object is to find juojuy at cheap 
rates for the farmer ? — Yes. 

1331. And v'ou know there is the existing machinery called moiiev- 
lender.H or Ixinias ? — Yes. 

1832. Do you think it would be easier or advisable to pass an enaet- 
ment somewhat on the lines of the Punjab Act at tlie .^ame time 
providing in return some concessions to these money-lenders by 
}>roviding ca.sior methods of realisation of their dcl)ts, such as those 
tln‘ (‘o operati ve societies possess, on condition that they will advance 
money only at reduced rates of interest, say 9 to 3 2 per cent. I want 
your unprej\idieed answer to this ? — The money-lenders in the villages 
have been giv'on a very fair trial and found wanting. 

1333. If by some l«*gislation the money lender can be tied down to 
keep his account properly and in a systematic manner without allowing 
him any loop-hole to rob his borrower and is also compelled to reduce 
the rate of interest and in return is allowed some special means of 
realisation, don't you think it would be a sound business proposition ? 
—I don’t agree to the suggestion. 

1331. What is your objection, sentimental? — Tt is certainly not senti- 
mental. Even under such altered eireiim.stanees those moiiey-lenders 
will eornmit, if 1 may say so, hlaylight robbery’. 

1335. Will you please explain your statement? — 1 believe there will be 
downright swindling again and absolute unfairness to the debtor in 
every res|)ect. The difficulty is that these money lenders are simply 
having their own ways with the borrbwers. So long as the borrower 
or the debtor is illiterate he cannot expect square dealing at the 
hands of the inoney lender. 

133G. You are simplv saying swindling an<l daylight rolibery. I want 
know in what way swindling and robbery is done. Do you mean 
Ui say that w hen the farmer goes with his bag of money in the fields 
he %lrt be robbed ? (Laughter) — I only mean civilised methods of 
robbery. For instance, at the time when the first loan is advanced 
to t]>? debtor by a money-lender what happens is ... . 

1337. t am not concerned with what is happening now. I have put 
a clear proposition to you and am asking you for your opinion as to 
what will happen if certain things are done as I have already detailed 
to you ? — This is a very hypothetical question, 
i Mr, Naratn Singh, 
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Excuse me it is not It is as dear as anythinn T— I have no 
objection to the suggestion if ihe money lenders could be brouaht 
under aw interest is regulated, aecounts are kept pro^n rly and if the 
money-lender adheres to all these conditions then he may l>e ffiven 
special facilities of realisation. 


1339. You know Mr. Narain Singh, world is not perfect ?— Exactly so. 

1340. And you think if that inachinerv could be brought into force 
as early as possible it would help to keep the wolf out of the door 

I agree. 

1341. You say that professional moneylenders (‘harge I to 4 per cent., 
and in emergency eases their charges range from 50 to 1(H) per cent' 
Which rate do you oV^iect to think between and 3 per cent, is the 
usual rate. 

1342. But arc these rates whith \ou mention realised rates or are 
they rates supposed to he charged .’ — They are only rates that are 
charged. 


1343. Have yoi any knowledge how much they actually rtali.Kel— A 
little below 2 per cent. T think. 

1344. That is about 18 per cent. ! — Somewhere aVvout that. 

1345. Ha- e you knowledge of the whole of the Delhi Brovinee or the 
city alone ! — I know the eondititm in nearly so per cent, of villages in 
this Province. 


1346. (‘an you tell me how man.v money lenders exist in these 80 per 
cent, of the villages that \ou know of Tliey exist in every village. 

1347. (five us a iKTcenlage with refeieiu'e to population, if you pOHsi- 
bly can .' — I think for every village of from 2CK) to 300 people there 
is (>ne mr nev lender. 

1348. How mu<‘h money do tliese 3(X) peo|>le need to borrow /—That 
depends ui>on llu^ ela.ss of f)efipl(‘ v.ho inluilnt the village. 

1349. Take the average ty|>ieal farmers '- Their average needs arc 
about Ps. 5(X) for each family. 

1350. Which works up tn Rs, 1,50, (KM roughly t — Yes, 

135] Out of these requirements how much itjoruyv (!o(‘.h th(» Itatiui 
advance ( — He is not advancing much. There are zamindar money- 
lendt rs as w’ell. 

1352. Have you any ground.s for complaint against these znmindnr 
money lenders as \v«.'ll i — Yes. in soim* eases l)ut their dealings ar^* 
certainly lie tier than the 

1353. For how^ much of their requirements do tlieHC rUX) |)e(>v>)e go to 
the /mam to-day / — On the whole it may la:* al.out Hs. lOJKX) to 
Ks. 20,000. 

1354. N<t\« , if the hanja makes 20 per cent, inten*st on Rs. 20.0fX) every 
year he makes Hs. 4,(KX), is it not ? — Yes. 

1355. Ho, according to you, all these village i.ioney lenders {hofun) 
should pa\' income-tax, is it not ? — Many of them do pay income-tax 
but oth»*rH somehow or other evade paying it. 

135C. My own view of the income-tax officers is quite different 
yours. They leave no stone unturned? — That might be your experience 
because you are the wealthiest man in this city, (Laughter). 

1367. Can you giv? me i rough idea as to how many of these money- 
lenders pay income-tax ? — I can’t give you any idea about it. 

1368. And according to you these bania$ ought to multiply their 
wealth in 3 years’ time ?— Yes. 
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1359. So then in a man’s life-time (33 years) a money-lender would 
have multiplied hig aggets 2,000 times or more 1 — {Laughter) — Of coui*ae, 
I don’t go to such an extent as that. 

1360. So, evidently you admit there is some mistake in your state- 
ment? — Of course, they will have to cover the risk also. 

1361. You agree that most of his debts are unsecured ones ? — Yes. 

1362. So then he will not realise even 18 per cent, as you say on the 
whole ? — Yes, I agree. 

1363. My whole point is whether we can organise the present machinery 
of indigenou.-v i/ioney-lenders to suit the requirements of the day because 
you are against talcavi and you know the co-operative movement has 
not im))roved the condition of the fanner in the village^^ ? Exactly so, 
hut with proper legal safeguards. 

1364. In answer to question 18 you say that the cultivators have to 
pay (} pil^s in the rupee as commission to the nrfia besides other 
imndental chaiges. Arc you satisfied with this e riangement or have 
you any gi’ievancc against the system? — My own suggestion is that 
co-operative Rale societies should be organised on a large scale in the 
Delhi Province. 

j365. You are not satisfied with the existing arrangement then ? — No. 

1366. Have you wo]‘ked out what the cost of a sale society would be? 
-No. 

1367. You have not worked and found out that these sale societies which 
yon want to he established will work on a cheaper basis than the 
existing ageiK^y ? — I have not worked out the scheme. 

1368. Then in answer to question 20 you suggest that there is a great 
chance of success for licensed ware-houses in India as in the United 
States of America? — Yes. 

1369. Do you know how the system works in America ? — I don’t know. 
You have gone to America and you ought to know^ the conditions there 
better. 

i37(t Later on in answer to question 23 you sciv that '"there is an 
erioimons scope for forming pools and attention of the co operative 
department is specially invited in this direction”. Don’t you think 
that pooling of the land would be a thing that ought to be taken 
first before pooling for purposes of sale and purchase are thought 
of ? — Yes, I agree, but that is going on at present. 

1371. You know produce differs from farm to farm in quality. What 
sort of pool in these licensed w^are-houses have you in view. Have 
you any clear idea of what you have in mind when you made this 
suggestion ? If you have no clear ideas about the scheme then I 
won’t waste the time of the Committee in asking you about it ? — 1 have 
no practical experience of the scheme myself. 

1372. In answer to question 29 you say that the Punjab Land Aliena- 
tion Act is an evil and may I know what the other evil is? — Usury. 

1373. Don’t you think that one of the evil lesults of the Laud Aliena- 
tion Act has been that the sjmall farmer sometimes has to sell his 
land to a big agriculturist at a much lower price than he would othcr- 

nvisc have done ? -That is true. 

1374. In answer to question 53 you urge the necessity for starting sale 
societies in Delhi. I presume you have not w^orked out details of your 
scheme in this case as well ? — No, I have not gone into details. 

Mr, jVaraln Sitigh, 



1375. Don’t you think that a private mdiviclual will be able to eairy 
on his business at a much cheaper rate than a co-operative sale 
society ?— T think so. 

1376. Don t you think the at tins who do the work for a small com 
mission are a cheaper agency ? — I agree, but it is very difhcult to 
choose the right sort of |)urchaser. 

1377. But don’t they take the goods to the and sell the goods 

to the highest bidder ' — Hut still the sale will not be done in the best 

manner and for the best price possible. Mr. W. who is a 

very keen agriculturist in the neighbourhood of the city has told me 
that cart-loads of peas which Ij(‘ sent to th(‘ city every morning for 
sale fetched him only 2 i)icc per siao while the city hawkers sold them 
at 1'2 annas per seer. 

1378. Do you believe that Btatement for a minute ! — I believe there ia 
some truth in the statement that the cultivator does not get the 
maximum price for his produce. 

1379. Had you ever been to Habzimandi yourself /—Yen, I have gone 
there many times. 

1380. And you have seen how' headloads of fruits and vegetablcB are 
being aucliuiied as they come in / — Yes. 

1381. Arul how is it you say that Mr. \V. — - is iheaKul by the 

artia ! — I dou't say it is cheating, but by a better handling of tho 
produce a better luice could be obtainedj^ 

Jo82. Plca.se suggest tn the ( ominitlee some nrg;» insat jom through 

w'hieh you cau realise 1*2 auuas per seer for your peas N~Supposirig we 

had some co-operative sale so<ieties organised ami they were running 
a few vegetable sho|)8, then in that ease the producer will get a better 
price 

1383. Have you any idea what it will cost to o}>en a vegetable shop in 
Delhi ! — I don’t know details. 

1384. Do ycMi know there are thousamis of shops in the city selling 
vegetables —Yes, there are a good many of them. 

1385. Will you dispute the statement made before this ( ommittee by 

a professor of Economics of the Hindu ( oilego Delhi that these vege- 
table sellers in the city don't make more than one rupee a day as 

profit 1 don't dispute his statement. What I mean to say is that 

the |)ro(luc(’ passes several hamis lM*forc d reaches the street hawkci', 
Because it pas.ses through the hands of several intermediaries, naturally 
every man has to make his profit, before the article reaches the con- 
sumer. 

1386. Are you speaking from your experience or from hearsay 1 
speak from my personal knowledge. 

1387. Would you believe me when f say that in cases of cart loads of 
any article, the arfta fixes a pric^e at the scale and anybody can pur- 
chase it for that price. The intermediary that you speak of docs not 
come in don’t think this is the practice in all cases. 

1388. Do you know headloads of vegetables and jfruits are auctioned 
as they come in without recourse to intermediaries 1 — I know it my- 
self that in several cas^s the artta raises or lowers the price of these 
articles as and when he pleases just to oblige some of the shop-keepers 
who may be his friends or relatives or who arc in league with him, 

1389. What percentage can it be, if at all It might be small indeed. 

1390. So may I say that you cannot justify your statement made Im'ef 
— I have^iven you my own information. v 



1391. So thaOf will you just forward to the Committee at an carj^ilato 
your scheme for organising these co-operative sale societies ?—xe8, I 
will. 

1998. Mr. y. F. Gray : In answer to question 33 you say that the bank 
should raise money by paying interest from 6 to 7 per cent, and 
should lend out money at 9 per cent. And you will agree with me 
that your bank would have become a bankrupt already if you had 
followed such a principle, is it not so ? — There is some error evidently, 

1303. You have told us that the expenses of management of your 
Central Co-operative Bank comes to about 4 per cent. ? — ^They are 
below' 1 per cent, on the working capital. 

1303a. And yet you advocate borrow'ing at 7 per cent, and lending at 
9 per cent. ? — Yea. 

1394. And so you agree to the deletion of that portion of your 
answer from your memorandum ? — might raise the lending rate 
to 11 or 12 per cent, at the utmost. 

1396. Tn answer to question 41 you liave said that co-operative 
societies are only money-lending institutions and that banking business 
is done in very few urban societies. On that point T w'ould like to 
have your opinion as to whether the great need to-day is for easier 
means of borrowing money or merely the provision of cheaper money 
wherever necessary by providing more banking facilities ? — Cheaper 
money than at present is the first need. 

]3t>6. Do you want the l)oi’row'er to g(‘t cheaper money \ Is not India’s 
tiouble due to the fact tliat she Is able to V>orro\v moncv too easily? 
— I agree, but T do say it should ho too choaij. If these societies 
ciould he trained in banking business it would be better. 

1397. Do you mean training the public ’ — Yes. 

1398. Are you in favour of allowing more opportunities to the public 
for borrowing iu an easier manner than at present I — Certainly. 

1399. Then will not the i)ui)lic become all the more indented ?—l don’t 
think so. 

1400. " Would it not be better to create small banks where the public 
might be induced to make their deposits and also be permitted to 
make their withdrawals without allowing any overdraft ? — That is 
exactly the need of the hour. 

1401. But is not the present indebtedness largely due to the fact that 
money has been too easy to get? — I don’t contribute to that view. 

1402. The much maligned hania w'ould not be so hopelessly bad as 
he is to-day had he not been lending indiscriminately ? — If money had 
not been available, then I think the difficulties would have all the 
more inpeased. 

1403. Following up that idea I suppose you approve of the consolwia- 
tion of the holding ? — Yes. 

1404. Do you approve of co-operative farming ? At present 
economic holding of an individual zamindar is, I understand, 
iuficient for his maintenance ? — I agree. 

t4r6. How do you suggest getting over that difficulty? — I think mattCfa 
could be improved by intensive cultivation. # 

1 ^ Don’t you think that by co-operative or joint cultivation laad 
wiff be improved in its productivity ?— Yes. 

Mr. Namin Sinah. * 





1407. SuppoBing a man’s land is definitely uneconomic, is there try 
p^judice among the people in this Province against selling it to a 
bigger man and becoming a labourer T— There is a great prejudiee, 
Ftople don t part with their lands under any circumstances. 

1408. Don’t you think it is a better economic pioposition to become 
a labourer and earn about 10 annas a day ? — I agree it is, but people 
in the villages will not get over their mentality. 

1409. Can anything be done to improve that state of affairs / — I could 
think of only education and propaganda. 

1410. Lala Bal Kishtn: Do you know \vc in the Punjab tried co- 
operative supply societies, and stores, and they were practically 
a failure there /—I learnt about it. 

1411. You don’t know the reason why they failed \ — Laxk of business 
training and inefficient management was ros[)on8ibie for the failure 
of these societies. 

1412. And it was not because of any inlieiciil di fc et in the scheme 
itself ? — No. 

1413. And still you know that these sotieties were not able to pay 
their way ! — I have lead that it was one (>f ihe reasons that contri- 
bated to the failure. 

1414. You said tliat nio-it of the debt whi< h is owed by the farmer 
is the accumulated interest. Why should tlu' interest get acctimulaled 1 
- Both the (h‘l)tc»r and the creditor are K^sponsible for that. 

1415. The interest of th(* debtor is to see that, lie pays interest 
punctually, is it not ! — The difficulty arises whcm the cn ditor is a 

hania and the dehtor a sound :ninnnf(n\ h<N-?ius,» th( former 
is sure of his money and wiinls to see that liis money rnultif)iie« ajul 
the latter does not feel hirn.self worried when the interest is OOt 
demanded. 

1416. Don’t you al.so think that it is also due to the fac't that firstly 
the debtor does not want to pay and secondly his income is not such 
as would enable liirn U) pay \ — In most ca.Hes he is also unable to pay, 

1417. In other words he lj<»rrows money too much than his ri^pajring 
capacity fur unjiroducti v^e piirposi^H, is it not? — Exactly. „ 

1418. Then the real trouble is that the agriculturist gets much more 
credit than he ought U> \ — Yes. 

1419. Blit i notice from your raemoramiuin that you say that there 
is much dearth of capital in the villages and that money is very 
stringent and not easily available ? — Yes. 

1420. Then both these statements don’t go in together ? -The fact is 
that for every big demand the village money-lender finds it sometimes 
difficult to have enough funds. 

1421. That means that the farmer should be educated to utilise his 
funds for productive purposes only ? — ^Yes. 

1422. So what you say is that though there is enough of capital^ 
he utilises it for financially unproductive purposes /—Yes. 

1423. If he utilised his fu» ds only for productive purposes the troil|le 
would not arise ? — That is so. 

1424. ^How will you remove this weakness of the borrower to get 
loans beyond his capacity for unproductive puriioses which has 

the cause of his ruin /—Education and propaganda. 
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1425. I! laMd tax of an extravagant person without education and 
training is reduced do you think he will benefit himself in any way ? ~ 
I think he will be benefitted to some extent. 

1426. What are your suggestions which may be in his power to effect 
for helping this pitiable condition of this wretched fellow ? — It only 
depends on education, 

1427. Yon admit that finance and character has much to do with each 
other? And you agree that if the eharaeter of the' borrower is 
improved his finances elso will improve ' — Without doubt it is so. 

142S. What w’e require at present according to you is the right type 
of banking rather than indiscriminate extension of credit. Am I 
right /—Yea. 

1429. Later on in your menioraiidum you say that savings in the 
villages are very few and you admit that that is all the more reason 
why you should restrict advancing ? — Yes. 

14.'^0. Als(» you believe that the existing high rates of interest is partly 
due to the insecurity of the debt given ? — It may be true to some 
extent. 

1431. What we require is good security, habit of repayment and 
utilisation of loans foi’ productive purposes only ? — Yes. 

1432. Under the present circumstances you know the only security of 
a poor agriculturist is his crop mainly ? — Yes. 

143^3. As recently as 1927 England has passed an Act by which if a 
farmer has pledged his crop to a creditoi and if he disposes it off 
for repaying the loan of another then he is liable to ciimirial prose- 
cution and rigorous imprisonment which may ext(*nd to three years. 
Ihe authorities in England have found out that this is a better method 
dealing than propaganda alone ? — I agree that law can mt nd matters 
speedier and easier, 

1434. If such a legislation is passed here also do you think there will 
be good deal of agitation among the agriculturists ? — There might be 
some agitation but the condition will certainly improve 

1435. Supposing this Committee were to lecommend to the (iovern- 
ment the adoption of such a legislation in India, don’t you think the 
Government will naturally turn round and see how public opinion is 
read>^to receive it ? — There w ill no doubt be trouble in some quarters 
but in these days even good measures meet with opposition. We have 
got to be more businesslike. 

1436. Do you consider that there is any objection in limiting expenses 
on marriage and other festivities by legislation ? — Certainly, I am in 
favour of that idea. 1 have noticed that even now^ in some of the 
Native States such a legislation has been introduced, and the trans- 
gressors made liable to criminal prosecution. 

1437. But in these matters you will naturally educate the public first 
rather than launch on legislation straight away ? — Yes. 

1438. You say in answer to question 2 that the “method used for 
forcing repayment of debt is by attachment and sale of the movable 
property of the debtor or by arrest of the person of the judgment . 

f ebtor or mortgage of the immovable property ’. The hania or the 
loriey lender does not resort to the arrest of the moiiey-lerider:^s he 
^ knows it is not to his advantage to do so? — That is only done as, a 
last resort. - 

In answer to question 12 you have said the rate of interest 
charged for cash advances is slightly higher than for loans in kind, 
Mr, Naruin Stngh, 
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%ut some witnesses that have appeared before us have told us that 
reverse is the case. What is your personal experience ! -J speak 
from personal knowledge. Of course there is nh hard and fast 
'practice about this. 

1440. Dealing with the takari loans, you s.*iy that the ( ol lector him- 
self should deal with these loans. Do you think that a high officer 
like the Collector of a district would be able to do this himself 1 — 
Mr. Pool is himself doing at present here and the system is working 
very satisfactorily. 

1441. Knowing the members of your societies, do you think they aro 
honest in their dealings and that they have understood the principles 
of co-operation very well 1 — I have no reason to doubt their honesty, 
speaking generally. 

1442. In answer to question 64 you say that the prejvulice against the 
indigenous banker is very great. If this is a fact don’t you think 
that the co-operative movement should succeed more quickly I — But 
failure is due to lack of training. 

1413. By indigenous banker you mean the village money lender I — Yea. 

1444. S.VO/* ('hublatii : You have givaui us two separate mem<»- 
rand<‘i, one in answer to our general quentionnaire aiul the otlier in 
answer to the special (piestionnaire issued to oo-operntive societies ? — 
Yes. 

1445. Mr. Xarain Singh, you have told us that the Contra) C' 0 " 0 |>eraiive 
Bank has at jnesent more money in its hands than it can utilise *for 
the Delhi Province. Ever since the co-operative movement was started 
it has been so in Dellii, is it not'? — Yes. 

1440. You said now that against 5 lakhs of invcBimenls which you 
lijive imnie \i\ the Delhi Province you have ijivc'sfed neajly 4 lakhs in 
Ourgaon ? — Yes. 

1447. In your answer to (pie.stion 4S of our general (iiiestionnairc you 
have told us tliat the existing rate«i of intereHt even against the security 
of ornainents vary from 1 to 4 per cent, per mensem. Evidently you 
are here talking of the urban areas as the rural areas are covered 
Ijy your answer to ()U(‘8tion 47 ?— -Yes. 

14-P Further on in answer to question 48 you say that “the lowefti 
strat.u of the society is the most indebted and it is a prey of the 
transhord^r money-lender.s’'. So the conditions in the urban area is 
not better than the rural area so far as the poor classes arc con- 
cerned ? — That is true. 

1440. The savings represented by deposits in your Hocieties is largely 
drawn from the urban areas ? — Yes. 

1450. Is there any justification then for diverting the funds of the 
urban area into the rural areas?— It is rather a matter of policy. 
Artificial barriers for investment are not desirable. 

1451. WThy should that be the policy of the Central Bank when 4here 
is more than enough work in the urban areas itself ? — Of course there 
is need for money in the urban areas as well, but people in the city 
are in a better position to take care of themselves. 

1452. So there il no justification ? — Sometimes conditions in the rurd. 
areas are worse than urban areas and so it is that funds are diverte4p 

But why should yov> invest in Ourgaon ? Ig there any justiitca- 
4ibb for diverting funds to this place, a place outaide the DeUii ’PnSh 
f^There is no justification. 

^OL. TV t 
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1454. Will you kindly refresh your memory a bit? You have said iix^ 
answer-^ question 28 that the "‘average value of land per acre variea 
from Rs.^ 50 to Rs. 1,000 per acre. Under normal conditions the ratio 
of net annual yield of land of average qualit}. per acre to its market 
value is 1 to 100^’ ? — I think it is very little to begin with. It ought 
to be between 2 and 3. 

1455. Which means that the average yield from an investment of 
that kind is only 2 to 3 per cent? — Yes. 

1456. Do you mean to say that the land owner gets that 2 to 3 per 
cent, or the cultivating tenant gets that? — That is what the land 
owner gets. 

1457. Would you be justified if your co-operative bank were to invest 
its funds in a concern which returned a yield of only 3 per cent. ? — 
The bank would not advance money unless on proper security. 

1458. But would not the bank invest its funds in more profuable 
undertakings than invest in land which yields only 2 to 3 per cent. ? — 
Certainly we will have to think twice before investing in land. 

1459. Obviously, may I put it, investing in such land is an uneconomic 
habit when better investments are available ? — Yes. 

1460. If the landed classes find that the value of land has gone up- 
is it not in the interests of persons who are indebted to sell on 
portions of their lauds and invest the proceeds in more remunerative 

undertakings ? — Certainly that ought to be done. 

# 

1461. The narrower the market for land the less will be the price of 
land ? — That is so. 

1462. The Land Alienation Act which prevents a person from clearing 
off his debt by selling off a portion of his land in an open market is an 
undoubted evil then ? — The difficulty is that if the Act is abolished, 
the evil would be still greater. 

1463. Why ? The agriculturist can work as a labourer, invest his 
balanlie of capital in Government securities, which is an absolutely 
*afe investment ? — So far as voluntary transfer is concerned, it is 
a0 evil. 

1464. It is not to the interests of a class to be tied down to land 
where it is an uneconomic investment from the productive point of 
view ? — Yes. 

1465. Is saving possible for the majority of people in the rural areas? — 
Not at all. 

1466. Then the little saving that remains in the rural areas ought 
not to be diverted to the piu'chase of land at all ? — Certainly. 

1467. Nor should it be so freely invested in gold and silver ? — Very 
little is invested in gold and silver. 

1468. Are you aware that 84 persons are agriculturist money-lenders 
in different circles of Delhi Province and only 170 non-eigriculturist 1 — 

1 cannot challenge these figures, but I think the estimate is rather 
high. 

1469. Are you aware that only 59 rural money-lenders and banker? in 
the rural areas of Delhi pay income-tax ? — May be, I cannot say. 

1470. Are you aware also that since 1920 something like 61 money- 
linderB have stopped their dealings in villages and tremsferred their 
activities to the city ? — Yes, many of them are going to the citiea, 

1 471 . Which means that the capital instead of being empliiyejj 
villages is being diverted to the cities ? — There are other 
responsible for that. 

Mr. Narain Singh. 
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1472. The fact remains that capital which is already iici'rce in rural 
areas is being taken away from the rural areas and invested in the 
cities ? — That is not the only inference. 

1473 That is the natural effect if money-lenders are going to transfer 
their investments elsewhere ! — If they bring their capital to the city. 

1474 Any thing that ^nds to make the capital of the village more 
scarce would be an evil ? — Of course. 

1475. Sufli diversion of capital from villages is justified only when 
the rural conditions are such that there is a plethora of capital in the 
villages ? — That is so 

1476. You say that very few people in rural aicas can save and 
capital is built up only by savings ? — Yes, money is needed in the 
rural areas. 

1477. Please tum now to your reply to our special (piestioiinaire you 
say that ‘'the Central Banks grant loans to co-operative societies 
for short term.s only and the period extending to three years is con- 
sidered as short period”? — It is a misprint. I am afraid; it ought 
to have been from two to three years. 

1478. Are your deposits mostly for three ^vears I — Formerly they were, 
but now we have brought down the majority of deposits to one or 
two years. 

1479. Well, the hulk of your deposits are not for two or three years. 
Then why do you consider three years as a short period I— We have 
now got this term extended to three years simply on account of the 
prevailing conditions. 

1480. Whatever the reasons may he, you are lending nhort period 
deposits for long period loans, which is not what banking is ordinarily 
understood to be ? — Quite so. 

1481. You say in reply to question 1 that in their meeting the society 
passes a resolution that the amount of loan will he |)aid back within 
one, two or three years. Is this fact communicated to you as an 
undertaking of the society in their application for loan ? — They 8eu<| 
us the kififiihnndi. 

1482. K i!<htbnndi is fixed when the crop prospects are known. I 
am talking of the loan application; when the loan applicatiofi is made 
you are not informed as to what the resolution of the society is ns 
to their intention to ref)ay ^™"Not always. Wc arc not in diiccl touch 
with the so<*ietie8. 

1483. Again you say, “loans are payable on demarol’*. Art* they ever 
paid on demand 1 — It has In^en iru-orreclly put tiown. Perhaps you 
arc arxiuairjled with the procedun*. The society pass a irsohition, that 
they want so much money in their meeting. Then a lOfiy of the renolu 
tion is sent to us and a pro-note is signed in the pres'^nce of the meim 
hers. 

1484. The pro-note is payable on demand ’ — ^Yeg, a pro note is payable 
on demand. 

1485. Then this demand pro-not/e is purely fictitious, because you 
can never recall tne money on demand ? — Why not. 

1486. As you say, the societies fix 2 or 3 year for inpayment 

are lending ov-t U. members, but borrow fro«n you on pro-notes 
pWgh |^urport to be payable on demand. Do they intend to repay yotf 
pti ddfellmd ? — But there are no hard and fast rules laying down that 
cannot recall the loan earlier, 
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1487. H|rve you ever realised it earlier 1 — ^We have never done it in 
practice. 

1488. You know very well that the society will not pay you on 
demand ? — It shall have to pay if we insist. 

1489. How can they pay when they have invested it for at least a 
season? — It is only for the sake of their convenience that we don't 
make the demand. 

1490. Whatever the legal position may be, it is not intended to be 
the real position at all ? — Undoubtedly I don't think that could ever 
be the real position. 

1491. And that is the reason why you are unable to say how much 
money is due in 1929, 1930, 1931, 1932 and so on ? — Exactly, under the 
pjcsent bye-laws. 

1492. And you cannot be sure as to how much amount is coming back 
to you when you borrow money on deposits which are for fixed 
j)eriocls ? — No. Besides the kishtbandi. 

1493. But whei) kis^htbandi is made every year it is not necessarily 
in accordance with the terms of the application or original resolu- 
tion of the primary society ? — Exactly. 

1194. L. Bal J\ ishtn \ Prof. Chablani, in the resolution which the 
societies pass asking for a loan they fix the time for repayment. 

1495. Prof. Phdhhini: But the pro-note is on demand and they are 
not hound to repay even in accordance with the resolution (To 
witness). In answer to Question 1 (a) you have said that ^‘in their 
meeting the society passes a resolution that the amount of loan will 
bo paid back within one, two or three years ? 

1199. A. Bnl /'is/u/f : It is a fact that they don't pass a resolution. 

1 197 . (To witness).— Have you understood the question of 

the Professor ? 

] 19h. /7y>/. Clfdbhnii: I will repeat my question. In answer to 
Qiu^stion 1 (a) you say that in their meeting the society passes a 
resolution that the amount of loan will be paid back within one, two 
or three years. Our question was 'Vhat proportions of the loans 
granted to rural credit societies in the last three years are recoverable 
in kisfs terminating in the period regarded as short term", and (b) 
"whether any such distinction is ob8er\^ed or not" and your reply to 
^b) is "no distinction between long and short term loan is observed. 
The loans are payable on demand". One is the society's own proceed- 
ings ; the second is their application for loan to you. When they borrow 
money from you, it is payalvie on demand, but in their meeting they 
pass a resolution as to when the money is to be repaid. Is that the 
correct position ? — Yes ; it is so. 

1499. You have said that this resolution is not communicated to you 
and that therefore you have no means of knowing as to how much 
of the amount due to you will be paid to you in the next year? — 
No means of knowing that. 

1500. And kixhthandi is made after the general conditions of the 
harvest are known. Is it sent to you for approval? — ^No, it is not 
sent to us for approval. 

1501. ^cn you have a definite liability or responsibility to 
depositors but the responsibility of the society to pay you is nok 

Mr, Narain Singh, 
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definite on account of tibe fact that the cun vnry^acoord^ 

ing to the conditions and repayments vary ftvnn the inhtfmndi. 
You are bound to pay your depositors on due date, while you ar« 
not bound to get your money back at the time you have* to pay 
your depositors t — We cannot expect the money on due date. 

1502. You don’t give any formal approval to the / t— Our 

approval is not necessary at all. 

1503. Y^ou have given us the figures showing actual repayiuenta by 

the scx'ieties against the demand. This demaiul is made after 

the general conditions of the crop are known. As il is, between the 
li<t and tne recoveries there is a gap. The recoveries fall short by 
nearly 30 per cent. How do the recoveries compare with llie <u*iginal 
intention to pay hack in one or two years when the society t>as8ed 
a resolution while forwarding the loan aptilication ’ — We have no 
means of knowing that. 

1504. You say in answer to Question 2 “The Central Banks arc not 
authorised by the Begistrar to he in the know of th(‘ puipose for which 
the loan is taken hy the society'' ? — Yes. 

1505. So the societies are in no way responsible to yiui for the utilisa' 
tion of the loans for the purposes they have borrow ed from you ? — 
For what. 

1500. Whether the loans arc actually applied to the piirposes for which 
the loans were obtained, whether they are being a|>phed for pro- 
ductive or uni>roductive purpose.s ? — We are (piite in the dark about 
all this. 

1507. The essential point from your point of view as the banker who 
advances loans to societies is to know how' far the borrow ing society is 
doing sound and safe business’ d* ought rf> hr^ cuv dufv mthr^j 

150 S. You don't share that rc^pensibiiii^N at ail hxat ily ; that ro«- 
[)on8ibility lies with the field staff only. 

1509. But the consequences fail on the Central Bank ; you pay the 
price of any misUike in their calculations or in their inamigeinent / — 
In O’M' present position, we can safely say we sit behind (dosed di>ors; 
we receive deposits and are not responsible for repay nuniU, because 
W'c have no supervision over the societien ; and \ have seve ral times 
suggested that there ought to be a sub committee of tlie Central Bank 
to supervise, and that the approval of the inans^ging corn in it tee of 
the Central Bank should be sought whetlier a certain society of siu^h 
arid Mich an ihff/u should he constituted But up tili row we have not 
got such a committee. 

1510. Y'ou are not allowed to make any distinction between A, B, 
C and 1) class societies in your terms of lending, c.r; , interest rates? 
xNo 

1511. So, then if the society is bad, it dcxis not p(iy a higher rate of 
interest than good societies do and there is no jienalty for being had? — 
No. 

1512. Could you give us the total number, from the beginning of the 
movement, of the liquidated societies? — In llt21 there were 10 I 
will send you a list showing the number of societies li(|uidated from 
the beginning of the movement. 

1513 . I would, ask you to give us the number of rural and urban liqui- 
dated socielies separately ?~-Very well, I will find out. 
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1514. In answer to question 6 you say: “Oai^of Rs. 9,76,^ advanced 
to societies Rs. 50,690 are due from non-agricultural societies”. You 
mean non-agricultural societies? — ^It is cbviotsrty a misprint for urban 
societiiK:) 

T/ie examination of the witness was not concluded when the Com- 
miiitf rose for the day. This witnesg was further examined on the 
28th February 19S0. 


Mr. Narain Singh. 
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Saturday, jtlie 22nd February 1930. 
NEW DELHI. 


Pbisutt: 

Khan Bahadur Diwan Abdul Hamid, C.l K., O.B.E. (CM/iimum) ^ 

Profesaor H. L. Chablani, M.A. Hai Sahib Kan war A!ott T.al, 

Xiaia Bal Kishen. Lain Shki Ham 

Mr. V. F. Gray, M.L.C. i 

Mr. S. Mabbalu (Secreiaryj, 


The Secretary and Treasurer, Imperial Bank of India, Calcutta* 

te tin QttsstisniMiln. 

B. —Finance for agricultural production. 

1515. 12. The Imperial Bank of India financea the agrioulturiBia by 
granting them loans, at a moderate rate of interest, (vif., 7 per cent.), 
on the security of their gold ornaments. This method of financing thi 
agriculturist has only been in operation in the Provinces concerned for 
a comparatively short time but it is proving exceedingly popular and 
affords the agriculturist a ready means of meeting the expenses during 
cultivation and other special needs. 

1616. This is the only method at present by which the Imperial Bank 
of India comes into direct contact with the agriculturist but it assists 
liim indirectly by its loans to co-operative hanks, indigenous banker, 
merchants and dealers. 

1517. 18. The Imperial Bank of India and other banks, at places wnera 
such banks a*'e established, provide finance for movement of produce 
chiefly by means of purchasing the demand drafts of dealers represent- 
ing produce despatched to consuming centres, thus enabling dealers to 
turn over their capital more quickly than would otherwise be possible^ 
and keeping the market in funds wherewith to pay the agriculturist 
for his produce. Competition amongst the banks fur this business is 
very keen and such funds as are required can always be obtained at 
places where the Imperial Bank of India is established at a cost to <3ie 
dealer of from one to two annas per cent. At plac^es where the Imperial 
Bank of India is not represented rates rule much higher and im 
probable that the cost of funds is passed on to the agriculturist. 

151^. The Imperial Bank also takes a considerable part in financing the 
irarketting of crops by its discounting of usance of bills for indigenoui 
bankers, merchants and dealers and it advances to them by way of 
clean and produce loans. 

19. The Imperial Bank of India and other bankr advance freely 
against produce stored manffin but generallv speaking such advancfes 
are made to commission agents and dealers. The agriculturist himself 
does not store produce in the mandin and where he stores it in his 
viBage he cannot use it as security for obtaining credit from bankers, 
as individtIdPitocks are usually so smalt that the cost of supervision 
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would be too high in proportion to interest earned to make the busi- 
ness a paying proposition and moreover the agriculturist is usually 
too small a man for banks to have direct doalings with. 

1519. iti. Licensed warehouseR on the lines of the system which exists 
in the United States of America would provide negotiable instrument, 
in the form of a warehouse certificate, which would undoubtedly facili- 
tate the financing of the produce stored in such warehouses. 

In my opinion the following fundamental principles would have 
to be observed in the operation of any such scheme : — 

(1) The warehouseman, or manager appointed by a warehous- 

ing (‘om])a!iy, would have to be of high moral character and 
be entirely indepedent of the local parties who would store 
their produce in the warehouse. 

(2) Jfis fees or salary would have to be fixed on a fairly generous 

scale. 

(3) Government supervision as provided for in the L^nited States 

Warehouse Act would be necessary and, in addition, a 
security deposit, based on the capacity of the warehouse 
would hai(' to be taken from the warehouseman or w^are- 
housing company. 

(4) Produce in respect of which a receipt is issued would have 

to be kept separate from other deposits, and in such a 
manner as to be easily identifiable, and the holder • of a 
warehouse receipt would have to be given every reasonable 
oi)portuiiity of inspecting the relative produce. 

1620. If the above principles are observed the overhead charges of a 
warehouse are bound to be high, even if existing godowns are utilised 
and only by storage on a large scale could the incidence of such charges 
be reduced to a level comparable with the existing cost of storage. I 
do not think thei’O is any market in the N. W. F. or Delhi Provinces 
where the storage of produce is sufficiently large to enabk a ware- 
housing company’s charges to be reduced to such a level and I am of 
o}) in ion that this ol)jection would hold at most upcountry markets. 

1521 . A further objection to such a scheme is that warehouse receipts 
would most likely be used as a medium for gambling transactions, 
with the inevitable result that the price of the produce being dealt 
in would be subject to violent fluctuations. This would render the 
>»ioperations of genuine traders more difficult and would adversely afiect 
the financing such produce by banks. 

G.~ NON-.AGRICrLHTKAL CREDIT AND INDDRTnD.VKSS. 

1622. 62 . So fai' as the Im]>erial Bank of India is concerned it plays 

or no part in financing (a) export trade (i) from the village 
to the but it provides a very large proportion of the finance 

required for, 

(ii) from the manrfi to the exporting port by purchasing freely 
drafts and Telegraphic Transfers drawn on port towns by (1) the 
exporting firnis and (2) firms who laii produce to the ports for sale 
there tp exporting firms. 

1523. Such business is put through at competitive rates which provides 
little more than interest at reasonable rate for the period the bank is 
out of it« money and although under our agreement with Government 
W'e obtain the facility of free transfer of funds, this benefit is, td a 
very great e.xtent, passed on to the business community. 

T^if Secirfari/ and Treasurer, Imperial BanJc of Tudia. 
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1524 With regard to the (6) import trade» the Imperiai B^^nk of 
India takes little part therein as siuh business is usually hnatieed 
throug^h from the place of export to the distributing cent i i s u}>c >t,etry 
by means of foreign liills, which business the Banks is |)rechulcd, by 
statute, from undertaking, but it provides cheap remit tame faeditien 
to the Exchange and other Banks engaged in the trade for (he return of 
their funds to the port towns. 


L — iN'DIGEXUrS UANKEK AND MONEY I KXPEir 

1525. 57. In the Xorth West FiauPior and l>(uhi Ibovitiees the ludigrii 

ous baiikers lequire little, if any. fai'ilitjes frtun tlu' hnprnal Ibmk as 
theii o'VM rcsouices are u-sualix iejp for then requirenu'uU ruev 

are in direct conq>et ition with th«' liujicrial jtnnt stork ami e<- opernt 5 vi* 
bank" f<u* deposits and, to a certain extent, for ad cam e bu^ine'^s 

1526. As a busitiess concern the Imperial Bank always prepared to 

consider tlu* grant to indigenous bankers of sueh facilities as they may 

require on business lines. 

1527 67. The facilities for remittance between places at whu'h the Im 
pei’ial Bank is established are snfhc'ient for all requiiainents and re 
initlances can always he obtained at ver}' jow ratr.'^ 

1526. 68 . The present stamp duty on U.sance Bills, is, in my o}>uiiou, 
far lou high and nndnuli(edl\ tends to resti irl the dra\\iir.‘ i f sucIj hdU. 
In tile case (d’ 00 days hills it increases the cost i»f fnaner lyy over 
one half of one per cent, per annum. 

1521-. 70. The // UH/Ji rate in the I'eshawar baiLaiir tiuring the busy 

season, OcIoIm i to March, us 7 to 9 per cent, and during tlu* slack 

season, April to September C to b per cent. 

1530. The hufi<It rate in tlu* l)t*Ihi bazaai' varies from 2] pel cent, in 

the .slack season to 6 per cent, in the busy .season. 

15.'U. 1 do not think that the Imperial Bank bill rate lias any great 
effect on these rates as, generally s}>caking, the bill making is in 
the liands of the indigenous bankers, who invest their own funds in 
this form and such hills are rarely offered to the imperial Hank of 
liivi.a frcr ledisciuiiit. 

1532. 72. 1 would suggest that any indigenous banker accepting 
dtqH)sits to an amount to be fixed by statute .should be required to pub 
lish a balance sheet periodically, duly icrtib d by a rtcifgiUHetl 
Chartered Accountant. >Such an ai rangeinent would tend 1<» inspire"' 
ciuihdence in deposit (U’s and would )>c of gjoat assistance to the joint 
stock and other banks in their dealings witlj su(‘h bankerK. 

1533. 75. A redui'tion in, or the total abolition of, stamp duty on 
Usance Bills would in my opinion lave the effect of increasing the 
supply of such bills. 

1534. 76 . Generally speaking the indigenous banker invests his funds 
(eorsistiug of his own capital and <ie}>oBits) locally but ii be finds lie 
can either lend to a greater extent than hi.s rt'souro'S wil’ permit or has 
su^-plus funds for which he i.s unable to find enqdoymt nt he has l eeourse 
to one of the joint stock banks, exchange banks or the Imjierial Bank. 
8o far as my exjierience goes the intligenouH lianker (bie« not hold very 
large cash balances. This tendency for money \o find its own level 
already provides a link etween th^ indigenous banking system, the 
central money market and provincial capital??. 

1535. 77 - If such hanks are to pay their way they must come into direct 
competition with the indigenous bankers. A branch of the Iirq>er/al or 
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n joint stock bank is already established at all larger centres and 
these banks can be relied upon to open a branch at any place where 
there is a reasonable prospect of making a profit* 

J. — Investment habit and attbaction of capital. 

1636. 84 . Judging from the increasing turn-over on current accounts 
^be (‘heqne habit is growing but slowly. The abolition of stamp duty 
on cheques is undoubtedly assisting such growth and a tendency for 
persons in Government and other services on comparatively small pay 
who did not previously maintain banking accounts to do so is iiotice- 
fihle, though savings bank accounts have a greater attraction for sueb 
persons. 

Petty accounts, such as those indicated in paragraph 3 of this ques- 
tion, are, a.s a rule unremunerative and such as no banker would care 
to have on his books. 


Mr. B. A. C. NEVILLE, Manager, Northern India Branches of tha 
Imperial Bank of India. 

(Mr. Neville, was examined on the replies to the Committee's 
questionnaire submitted by the Secretary and Treasurer Imperial 
Bank of India, Calcutta, printed above.) 

Oral Evidtnes. 

1637. Chairman : Mr. Neville, may I know what position you hold in 
the Imperial Bank of India? — I am the Manager for the Northern 
India Branches of the Imperial Bank of India. 

1638. Including Delhi and the Punjab, is it? — My jurisdiction extends 
from the west of the United Provinces and includes, Delhi, the whole 
of the Punjab and the North West Frontier. I might add that any 
evidence that I may give will be merely an expression of my own per- 
sonal views and cannot be considered as the opinion of the Imperial 
Bank of India, because the latter will tender its own evidence before 
the Indian Central Banking Enquiry Committee. 

1639. Does the Imperial Bank of India advance loans to agriculturists 
on a large scale ? — Yes, we do finance on a large scale. 

1540. Merely on the security of gold ornaments? — No, we also advance 
'"on the security of grain and produce generally. 

1641. Not on the security of land, I suppose? — No. 

1642. Js there any fundamental objection to land being taken as secur- 
ity ?— -^es there is a fundamental objection as well. Any advance mad 3 
aigginat land tends to be locked up and no bank working with a com- 
paratively ^all capital but with very large deposits, a greater portion 
of which being payable on demand and with certain amounts at various 
short terms, would like to keep its funds locked up by making advances 
on the security of landed property. 

1643. Don’t you think there is difference between the Imperial Bank of 
India and the other banks in the country in that the former receives 
large funounts of money from Government treasuries as deposits which 
they can utili.se for their purposes? — Yes. 

1644. And you know that land revenue is an important source of the 
Government funds, of whiqh the Imperial Bank is the custodian an(L 
therefore, it is incumbent on the Bank to take a larger share in financin|f 

Mr, B. A. C. Neville. 



agriculture which staple industry of India The re seenjft to 

be a great niisconception regarding the handling of Oovenxment fund# 
by the Imperial Bank of India. In lieu of these deposits you know 
the Rank does an immense amount of work for Government. It main* 
tains Government accounts at practically every branch throughout the 
couiitvy. It maintains the currency chests of Government, and utlines 
Government money for its other banking activities as a remuneration 
for doing all this work for the Government. Government saves a lot 
of expenditure that way by not having to deal with their funds dir^Krtly, 
keeping -accounts, etc. Moreover, when money is tight during the 
c'old weather, Government halaiK^t^s are low and during the hot weather 
me have a very large Government balance which we find we are unable 
to use. 

1545. A witness in Peshawar told us that the Imperial Bank does not 
advance motiey to the zaffum/arif, except to a favoured few. Is that so? 
— No, we don’t make any distinction at all. Mostly our advances are 
made on the security of stocks of produc'e. 

1546. Don’t you advance ori personal security? — No, except the re-dis- 
counting of recognised shrojf's hills. 

1547. Another witness has said that the Imperial Hank of India keeps 
a list of approved customers jind that list is preyiared on the atlvice 
of the Treasurer and the Accountant of the Hank with the result that 
a large number of eligible persons rtre kept outside this list and do not 
receive adequate facilities from the Hank. Is ihnt Htatement true D-* 
That is absolutely untrue. The lm})erinl Hank is a business concern 
and is there to do business w’ith any party of good means or standing. 
Wo naturally can’t do any business with parties, who have reason 
to believe, are unsound financially. 

1548. Another complaint has Imen made that the Imperial Bank of 
India does not provide adequate remittance facilities for the indigen- 
ous bankers? — In places where there are branches of the Imperial Bunk 
we are providing very cheap transfer facilities for transfer of funds. 
We have the control over the currency chests of Government at practi- 
cally every branch and for transfer of funds we put the money into one 
and take it out of the other currency chest and the transaction is thus 
completed and naturally we give that benefit to the people. 

1543. Do you think it possible to make indigenous bankers agents of 
the Imperial Bank in places where the Bank’s branches do not exist t-— 
Agents in what way? 

1550. Supposing a workable scheme is evolved t—Tbat is rather a largo 
subject It seems to me that it is possible that some scheme could be 
devised, e.f/,, ttkroffs could be encouraged to get their customers to 
draw cheque^ in vernacular on them in the ordinary form instead of 
the usual hundia, 

1551. Lola Shri Rarn: In reply to question 12 you have said in your 
written memorandum that you are helping the agriculturists by mak- 
ing advances of money to them on the security of gold ornaments* 
Can you give us some idea of the total amount advanced to them that 
W’ay in all the branches under your control 1—1 should sey it is about 
13 or 14 lakhs of nipees. 

1552. Can you tell us what percentage it bears to your total lendings? 
— I cannot give anv cstiTjate. 

1553. It Ts enough if you give us a rough idea? — I have been instructed 
not to give out detailed figures, and so I am sorry I cannot say anything 
more than that. 



1564. How is it you think that these "advances helo the farmers and the 
agriculturists and not the urban population ? Wny do you believe it 
to be so? — Of course, the urban population also^take advantage of the 
offer. 

1555. So that all the 14 lakhs of advances which you have made are not 
to the agriculturists alone ? — No. 

1556. Do you know that the trinkets of the farmer are almost always 
made of f?ilver and not of gold ? — There are gold and silver ornaments 
as well. 

1557. T am sj)eaking only of the farmers? — My opinion is, and I know 
it as a matter of fact, that in some districts these ornaments are almost^ 
always entiiely in silver while in other.s thej^ have gold ornaments as 
well. In fact that is our practical experience. We opened a pay office 
in the I^unjab and shortly afterwards instituted the system of making 
advanees on the security of gold ornaments and in a short time we 
l<mt about Ks. 40,000. 

1558 Could you give us an idea how’ this money went out month after 
month '! In what ])art8 of the year you lent more and when less ? — 1 can- 
not give you details. This business of lending on gold ornaments has only 
been recently instituted in Northern India. It is generally done on a 
very large seale in the Madras Presidency and at one branch alone we 
lent out u]) to Hs. 14 lakhs chiefly to the agriculturists against the 
security of gold ornaments. In the sowing season the money goes put 
and when the crop is reaped these loans are generally repaid. 

15.51'. 1 wantrnl to hav(‘ the same information from you regarding the 
system of granting loans on the security of gold ornaments and how it 
is working in these parts? -Business has not developed to such an extent 
in the.se parts, so it is impossible to say. We have been doing this 
business only for a little more than a year now’. 

1560. So it is not possible for us to know^ how much money w’ent out 
month by month ? — I am afraid not. 

1561. Wiiat do you do in cases of failure of repayment of the debt? — 
After serving pi'oper notices on the parties w’e sell these ornaments by 
auction . 

1562. So you ai c pei initted to do so ?--That is one of the terms of the 
contract: the ornaments are liable to be sold after due notice after 
demand. 

1568. What p(‘rcentage of the value of the ornaments do you advance? — 
We keep a margin, I think, of about 10 to 20 per cent. 

156 6 If il is 10 [ler cent, then you cannot keep these ornaments for 
more than a year ? We only charge 7 per cent, interest. But the 
margin will be alxmt 20 per cent. 

1565. Have you any idea how often you had to auction the ornaments 
for failure of repayment of the loan? — I cannot recollect even a single 
Hi b'tnc(^ where we had to aiudion the ornaments so far. 

1566. Is it tiue to prompt repayment of the loans taken ? — They usually 
repay. 

1567. Is any i)art ieiilar branch of yours doing this business on a large 
scab- ?- bMoney is eontiniially flow ing out and coming in in the usual 
manir6r. 

1568. Had there been no case in w-hich you had to auction the orna- 
ments? The experience of co-operative banks and indigenous bankers 
had been that es})ecially during the last two years realisations are verv 
very poor I— It is not our experience in any case. 

Mr, B. A. C, Neville, 



1569. Does that not go to show that thtw lendings are more to the 
urban rather than W the rural population We have supplied vou cer- 
tain figures with regai^ to this. We asked the branohes concerned to 
eliminate the urban as far as poamble and include only those advances 
made to agriculturists only in these figures that are supplied Of 
worse, it is very difficult to draw a clean cut line of deman at ion, bvit, 
however, these figures may be taken to be approximately wrrwt. 

1570. The former Secretary of the Central Co-operative Bank of Delhi 
told us in answer to a question b5^ a member here that the Imperial 
Bank of India never advances any money to the w o[)»crHtive bank. 
How is it 1 This is not the case, we have been advancing on securities. 
And we don't hesitate to do so. 

1571. Z. Ba! Ki^hcn : On the security of Oovt'rnrnent ))npt'r 

I5<*2. /.. Shn Rnm : That is one of the duties of the Imperial Bank, in 
fact. They have always been doing that li> anybody ami ('verybody. 
So, you don't treat the co-operative lianks in any .speeial manner f 
also advance money on th(' seeurity id iht* d<unaml projnisst)ry noies 
executed by the unions. 

1573. Z. B(tl A’/n7/c;/: Do yon mean t(» say that when the pro imtes 
drawn by members of primary societies in favour of tlu' central eo ope 
rat:ve bank are endorsed in favour f»f the Iinpt'rial 15ank, the latter 
inako^ an advaiu'c ^ — That is so. 

Z. Shri Jidni : So, your Delhi branch does not do fin: ? 

bufiness evideiitly It all dr|>ends upon the position of ibec <rutfal 
banks. Wo* are giving the benefit of cash crerlil account h to such licuks 

1575. In ansW(‘r to question 1 h you say that tlir Imporial l'»ank 
India provide fiuanei* for movement of j)r<Mlueo chieny I'V in» aiis of par 
chasing the demand drafts of deab'rs represtuit ing produce ^bc patelu* • 
to consuming centres, cte. Do not (In* indigenous h/iukcrs do flu* ^ame ^ 
— Of course there is any amount of competition in (his business, 

1576. Are the liranclics of the Imperial Bank of India under yoi r cic t'l/e 
situated only in jilaccs where there are (lovernnient trcMsurie*>' or ;i n 
they ilsQ situated in jilacen where no Coveniment treaHuries 
exist ? — Thesr* branche‘' ai e all situated where there are (iove; f.ne n? 
treasuries. 

1577. You say in the >ame paragrajdi that ‘bit plaecB whme th.' Im- 
periai Bank of Tmlia is not represented rat<‘s rub* much higher ami d 
is prctbable that the (*o-t of fund*^ is jjansed on to th** agrieultu rb (7b 
DoiVt you think it is justifiabb* because of the coHt of t rarisportat loc 
of money from one rdaee to another?— I think it is iustiftahh*. 

1578. WBat do you mean by “cb*an bills" ? — I>oans grantfui without jo 
security other than the personal security of the Imrrower, on pro-not - 
or usance bills. 

1579. Do you advance “clean loans" in Delhi ? - Yes, to a very limib d 
extent on usance bills. 

1580. On pro-notes 1 — No. 

1561. The Imperial Bank of India Act does not preclude you from (join!/ 
that does it? — Tt does not preclude the Bank from doing so provided 
two unconnected parties or individuals or banks join together, 

1582. Do you know that ’u places like Ahmedabad and Bombay vitdv 
on the signatures of single pgjrsons clean loans are given by the Imperial 
Bank of India? — I don't think so. In fact, I am certain that it is 
not the case. 



1683. What do do in the way of helping industry in Delhi ? — That 
is r&ther a large question. ^ 

1584. Have you ever advanced any ^oney to any industry manag^ 

purely by Indians in Delhi I raid I do not know very much 

about the previous history of conditions in Delhif^ 

1585. How long have you been the Manager of the Northern India 
branches of the Imperial Bank of India ]*— Fol‘ about 6 months now. 

" Moreover I am not the agent of the local branch of the Imperial 
Bank. 

1586. What would be your policy, supposing an application came to 
you from an Indian managed industrial concern ? — I should lo<^ 
upon it from a business point of view. As far as I am concerned ii 
does not matter to me whether it is an Indian or European concern 
and if I find from a business point of view the transaction can be made 
I have no hesitation in making it. 

1687. It has been suggested to me from reliable sources that you make 
a distinction between Indian and European managed concerns or 
industries and that is why I am asking you about it? — I don^t think 
that is the case at all. 

1588. Sup])osing a sound concern comes to you for a clean loan, what 
will be your policy? — We cannot advance clean loans to single indivi- 
duals or firms. 

1589. If you are not precluded by the Imperial Bank of India Actsmby 
should you not do it? — In the first place under the Imperial Bank Act 
we must have a second name and secondly, as far as possible w^e don’t 
make advances on clean loans and insist on some security or other. 

1590. Am 1 to understand that you don’t mind putting the industrj^ 
and trade in the Province under you at a disadvantage as against 
Bombay, Calcutta and Ahmedabad ? — Practically all the advances by 
the Imperial Bank of India in Calcutta and Bombay are secured. 
Very few clean advances are granted. 

1591. If you are not precluded under the Act'from doing so why should 
there be any objection ? — ^Wo view at it from a business point of view. 

1692. I know of very many instances where the Imperial Bank have ad- 
vanced clean loans in other parts of India. Why should Delhi alone 
be at a disadvantage ? — I don’t think there are many cases like that. 

1593. Even if there be only one ? — It depends entirely on the standing of 
the parties. 

1594. You will have no objection to the granting of such loans in Delhi 
in principle ? — None at all. 

1695. In reply to question 19 you say ''The Imperial Bank and other 
banks advance freely against produce stored at maiidis but generally 
i^dlfcfctng such advances are made to commission agents and dealers.^’ 
Further on you say that the cost would be high. 1 want simply to ask 
you to confirm that these commission agents and dealers are neoeesary 
and cheap iiiEtitutions according to yen ? — It amounts to that. 

1596. Are you talking from the point of view of the agriculturists 
themselves ? — Certainly, but it depends on the price that the commis- 
sion agent pays to the agriculturists. 

1597. It is nothing that is concealed from you. Whatever it may be, am 
I right in saying that you believe that they are cheap and necessary 
institutions? — Yes. I suppose you are comparing them wdth a proposal 
to establish ware-houses. 

Mr, B. A. C. Neville, 
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15&^. I will coroo to that in a niinuto. I agre^ to iiU that you any 
regarding the esuWialunent of wure-houaes. I am alao agamit' the 
idea and there it is that myself and Mr. Chablani don't agree, I con*' 
aider myself that these eomnuH^n J^g^nts are cheap and necessary 
institutions I agrep |^ith you ih that. C 

1599. The whole idea as far as I understand of the warehouse aj*stcm 
that the farmer would able to sell his produce at a time when he 
tiwuks it most advantageous, but you agree that there is the posoibiHty^ 
of the prices going down, as the prices have been steadily going down 
for the littt 4 years That is so 

1^00. In answer to question 52 \oii 8a> that the Imperial Bank plays 
little part in financing the export trade. 1 aan asking for your person- 
al opinion Don’t you think it is unfair that the Imperial Bank should 
be precluded from doing exchange business 1— There is a good reason 
why the Impel ial Bank is not p«*rmitted to do exchange l)usim‘HS We 
hold Government funds and if we were allowed to do exchange business 
it is possible that a very large proportion of our funds might go abroad 
and I think Government purposely did not permit us to do exchange 
business with a view' to make us utilise all our resources in this country 
itself. 

IGOl. On that ground you are against doing exchange business I— That, 

I think, 18 the reason. 

IGOll.*' I am not asking the reason why you are precluded by Govern- 
ment from doing that business. Supposing you are a private banker, 
may I ask whether you wnll not do exchange business yourself?— 4 
would. 

1603. And under the Imperial Bank of India Act you are putting the 
exchange banks in a favourable position as against the joint stock 
l)anks with whom you are conipefing in almost every important port 
of the country, is that not so ? — Your idea is that if the Imperial Bank 
of India i.s permitted to do exchange Imsiuess in competition with the 
exchange banks, its competition with the joint stock banks and other 
indigenous backs will be lessened. Of course, you know exchange 
business; is a specialised system of lianking. 

1604. You don’t want txi convey that the Imperial Bank has not got the 
requisitt" speciul staff or (*ann(»t get them it need be - Speciabsed men 
would 1)6 required for that purpose. 

1005. But there is no such thing as impossibility? — I agree. 

1600 On the other hand may I say that tfie same Government funds 
are utilised, if I may say sf), in creating dittieulties in the wav of 
joint stock and other indigenous bankers ^ — Yes. 

1607. From your wide experience will you 1)6 able to tell us for^ i|OW 
many persons of the population is there a bank I am afraid I don’t 
keep statiBtiex :ri my head, I really cannot fay 

1608. But you agree there are many more banks in the west than there^ 
are in this country'^ — Certainly. 

1609. Comoart^d with the west you agn*e that the existing numl>er of 
banks in this country have not yet been able to touch the fringe of 
society I — That is so, 

1610. Do you think it pos> ble for the Imperial Bank Or the exchange 
banks or iAa joint stock banks to open so many new branches and run 
t^em profifehlyl — It is absolutely impossible. 
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1611. Then the only conclusion that we can come to is that the indigen-' 
ous bankers ought to be made more useful to the society 1>y legialatiqiu 
As a matter of fact you yourself have suggested in answer to question 
72 as follows “I wou^ suggest athalf any indi^nous banker acce|»^g^ 
deposits to an amounts be fixed by statute should be required to pub* 
Hrib a balance sheet periodically duly certified by a recognised chartered 
accountant Such an arrangement would tend to inspire confidence 
in depositors and would be of great assistance to the joint stock and 
other banks in their dealings With such bankers I fully agree wift * 
you in what you say. What privileges or advantages woul^Jf^JOu give 
them in return, as you have got certain advantages for doing Govern- 
ment business ';’ — I have not considered that point. 

1612. But you would certainly agree that they should be given some sort 

of special facilities or rights? — I think they should be helped as far as 
possible. " ^ 

1613. And in that case would you make any distinction between joint 
stock hanks and indigenous bankers or put them on the same level ? — 
In what lespect. 

1614. In every respect I mean in your dealings with him ? — Personally I 
will have no ohjection to have dealings with him. 

1615. At present, is it a fact that you charge indigenous bankers a 
little rnoie than J anna ))er cent, on transfers than you do in the case of 
exchange banks and joint stock banks? — Yes, we charge a little more. 

1616. May I know why it should be so For exchange banks and jbint 
stock l)anks we allows a special rate and the ordinary public is charged 
S little more 

1617. Who decided that it should be done so? — The Central Board of the 
Imperial Bank. 

1618. You mean the Managing Governors? — Yes. 

1619. You said in reply to a question from the Chairman that Govern- 
ment balances wdth the Imperial Bank of India are less during the cold 
weather when the money market is tight, but under the new act you can 
borrow up to 12 crores of rupees from currency, is it not? — Yes, but w© 
have to pay interest at bank rate to Govc-rrinient. 

1620. But you get enough funds during the busy season ? — That is not 
Government money but an expansion in the currency. 

1621. That however enables you to relieve the situation ?— Yes. 

1622. You have made some complaints about having cheques in the 
vernacular It is rather difficult. 


1623, Difficult in what w^ay? Most of your staff arc Indians and you 
able to manage the thing ? — Of course we do allow cheques to 
be drawn in vernacular. But there is the difficulty about deciphering 
the genuineness of the signature. 


1624. Do you think the use of cheques in vernacular to be handled by 
imore difficult or is it worth your while to try and overcome the 
difficulties to encourage the growth of cheque habit ?— I think it is 
worth our while to increase the cheque habit. 


: I suppose you are aware that we asked for 
from the Majiaging Governors of the Imperial Banlr 
of India (a copy of which must have been communicated to voul re- 
fSoi details of your business ?— We are colleirtLS^ infw^ 


Mr. n. A. 0. Neville. 
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Will please favour with those statisii^^ at your early ooa- 
jveoience ? Wft wrote for that information as early as the 7th January 
^|103O ? — I ^ihk they have written to the branches concerned direct to 
i^llect this information and as soon as statistics are ready they will 
iwipplied to you, " ^ 

4 

1627. We wish that these particulars regarding Delhi and the I^orth West 
Frontier Provinces should be furnished to ii« at as early a date as 

f ossible 1 — Perhaps, if the Secretary will give me a co|)y of his letter 
can investigate and let you have the information as soon as possible, 

1628; ^Sank you. You said in answer to the Chairman that Qovern- 
ment balances are low when you really need them most, Ce*., in the busy 
season of the year ? — Yes. 

1629. May I suggest to you that Government balantM's are actually at 
tha highest when the agriculturist needs money badly ?— He lUHjds money 
mostly during the sowing season for the purchase of seed. 

1630. Sowing season for the nihi crop begins Homc\%hat about (X^tober 
and money is not tight then ? — Money does not become tight until well 
into the month of December. 

1631. During the months of May and June there is sowing, the money 
is not stringent then ? — No. 

1632. Well, so far as purposes of agriculture are concerned there sliouid 
then be no dilhculty in extending Imperial Bank’s scope of financing 
agriculture when it requires seasonal aidt-^No. 

1633. If some agency could be devised by which the agriculturist would 
f>e able to draw upon you during the sltuik seaaotia or the year when you 
have plenty of funds at your disposal you would be able to use Govei^iV* 
ment balances to greater advantage by financing agriculture I — Yes, it 
you mean advancing money through some agency to the agriculturists, 

1634. This business of advancing money on the security of gold 
ornaments is not confined to agriculturists alone ? — Anybody can have a 
loan against ornaments, 

1635. So far as agriculturists are concerned it is not likely that he will 
come to you for a loan during the busy season of the year ? — Ho would 
probably come to us during the sowing season when ho wants to pur- 
chase seed. 

1636. Don't you think that during the slack season when you have more 
funds at your disposal you should reduce your rate of interest on 
such loans? — No, we have a fixed rate of 7 per cent. 

1637, I am suggesting an objection to that fixed rate. Don't you think 
that you should reduce your rate of interest during the slock seaaon 1— * 
Well, my experience is that the agriculturist does not appreciate a 
slightly lower rate or otherwise. He always prefers to pay a fixed rate 
of interest. My own opinion is that in dealing with people of that 
class you should not have a fluctuating rate. 

1638. Supposing you don't deal with the agriculturist directly but you 
deal with some o^er agency as I have suggested already ? — Wa don’t do 
such business in the Provinces here but down in Madras we give ad- 
vancea to the Nediingadi Bank, I think. When they are short of money 
they re-pledge gold ornaments with ua, when we advance money to 
thei^ 

1639. T^ere would nat. rally be good reason to reduce your rate of 
interet^j^ring the slaca season because you could expect your money 

j 
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back during the busy season, is it notl—lf it is worth ^ile reducing: 
the rate of interest, it could be done. ' * 

1(540. I am only talking about the possibilities of extending Itie jbusiness^. 
b}' lowering the rate in the slack season ? — There a!fe, I thitik, great^ 
possibilities if we could work through agents 

1G41. That is exactly my idea; this business can expand if a proper 
intermediary could be found ? — Then that should be done, 

1()42. At the present moment you could not be lending in small amounts. 
It wriir’t be worth your while, is it? — We have a minimum of Es. 200 
below which we don’t lend. 

164, J. But obviously an agriculturist would not come to you for a loan 
of Hs. 200 from the villages? — No. 

1044. Does your experience in this Province suggest that there are any 
large stocks of gold and silver ornaments in the hands of agriculturists 
.lodging from the amount of this business and the class of your clients 
during the last 12 months? — I think they do own ornaments. 

1()45. You have indicated only the percentage of growth of this busi- 
ness with the agriculturist. If you w’ill kindly look up your figures 
a little mor(‘ i/i detail that will give us a little more insight? — The 
figures that have been supplied already are for agriculturists only as 
1 have already said before. Tii the District of Ghaziabad we have 
b( en doing this business on rather a large scale, but being outside the 
Dellii ProviiK'e, the figures have been excluded. And then there is 
Peshawar city. When the Agent furnished these figures I asked him to 
eliminate the non-agriculturists from the agriculturists as far as pos- 
sible and he has done so. 

1()4(). You know it is rather an important point from the point of view 
of lin^ general (|if('stion of thi.*^ gold and silver lioarding in India and 
so wo would like to have as exact a picture as possible of the conditions 
])rcvailing in each of these sireas, Delhi and North-West Frontier 
Province separately ? — 1 agree, I shall try to see if I could give you 
the figures you waant. 

1647. Is the money advanced on the security of gold ornaments usually 
returned after the harvest? — There is a tendency for the money to 
return then. 

1048. Could you give us a percentage of money returned to the amount 

lent out money is continuously lent out and is also coming in. 

If you kindly pick up 25 cases at random and follow them up from 
the time of advance of tiie loan up to the time money was returned it 
will give us a general picture of these conditions? — I will see if I can 
do it for you. 

1049. We shall be obliged if you could do that for us at your early 
convenience ? — Yes. 

1649a. How^ do you account for the fact that this business of advancing 
mone.y on the seemity of gold ornaments has not proofed so popular in 
the city when according to our information the market rates on ad 
vances against ornaments has been as high as i2 to 15 per cent, in 
Delhi during the last 15 years? — It is partly due to want of publicity 
but mainly due to the fact that people don’t like to go to the imperial 
Bank and pledge their ornaments, for they are afraid they will be ex- 
po^ng themselves, and their financial position. 

1650. Would it not for this very reason be better or would it aot serve 
the purpose of the Imperial Bank better if some recognised agents are 
Mr. B. 14. C. NevilU. 
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«|>point€d fromr ^mong the indigenous shroffs and you advance money 
^j^^ough them? — yfa are doing that to a certain exUmt in other Pro- 
Winces but not in Delhi tn'rause we have not Wen aupronched by 
IlT other Provinces we advaiK*e on what are called re pledge with the 
ifhroffs'\ 

1651. Do you make any difTerenee in t'le rate t>f interest between sneh . 
shroffit a?)d the general public ■ — We charge the same rate of interest 
all through. 

1652. Don’t you think that it will serve your purpose' better and extend 
your busineKs considerably if you make him (the imligenous !>anker) 
your agu)t and charge pirn less ^ — That an idea You want us to 
give him a workable margin and not compete with him directly. 

1653. Don’t you think that sucli a system is workalilc ?- Yes it in. 

1654. ^ ou havt‘ said Siunething in your memorandum about the iinauc- 

ing of industries. So far„ as Delhi Province is itmct rncd. could you 
kindiy give us the figtires of advances made to industrial couceruH in 
Delhi during the last ti\'t' or .si v \ears 1: \(>u h.i\r an\ paiticular 
objeefiori to gi\ ing us ilu' exact ;• on < an u i\e us a gcnciai d< a 

and the ptuccuitage of giowtli ‘ \er> well 

1G55 When giving figures of advances to industrial toiKcrns. 1 would 
nsiuest you to give figures for industries under Kuroptuin and Indian 
tnauageinciit m^jiaratel} ^ — We collected these figures for all ofliceH some 
yeais ago; n u;is a eonsidtualde sum. We ar(‘ always ready to advauc.' 
money against good security 

16a(j. So fur us joint stock < onij s'lnies air toicMned, \ou can judge 
their S(‘cu*‘it\ from (hrn bulanrr ^hr( t and ilnie should be no di1Vi~ 
culty^ in yoin- giving tli in as much as their ••*urity \sarrantsf — Hitt 
the I ail a nee sheet does not >how (-very thing. 

1657. But you can (‘( itainiy see fiuun tfieir leilaiio- slicid more inform- 
ation, than you can in the case of privati‘ individuals wdio do not 
publish their balanc<‘ sheets. I mran that in the case of joint, stock 
companies there is not the -anie diflieulty in judging the adtxpiacy of 
the sircuriiy ’—No. 

1655. You will have to lea\e in the ease t>f au individual a much wider 
margin of possible error in your estiinab^ than in the cn»e of a joint 
stock company whose i>obition you could easily ascertain ? — Y^es, 

1659. You raise some difficulties about the im) of vermicular script. 
Once again may 1 ask, would it not be poHsil)le tx) make the indigenous 
shroff your tigent who should give wune kind of guarantee' in respect 
of the cheques endorsed by him ? — Under the present system wo have a 
khaianehi v ho is also an indigenous ahrofj. lie eertihcH al! verna- 
cular signatures and eiidoi'f^ements. He. has given H<‘eui ity and gets his 
salary fnan the hank. That is the svstem which is working at pie 
sent. 

1660. In the mofu.ssil centres where there am no bank branches, can 

you not make the hxal indigenous your agent, and ask him t<> 

keep regular accounts and submit a copy of tlm aewunts to you from 
time to time? — But the account a will be in his owulgioks. 

1061, But he may be asked to pass on a summary statement to you 
every time -'and to give guarantee for a certain amount of busiriesH for 
whien he is appointed your agent. On the baiiift of his guarantee you 
could trust him as an endorser ? — How is that going to help tho bank ? 
1601a. That will help you a having agents at a nundwr of places 
where you have no branches to extend banking facilities? — But the 

J 2 
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indigenous banker is already there and he keeps his own accounts and 
works On his own resources. * 

1662. But an individual dealing now with the shroff has not the 
guarantee that he would be subject to certain control from you? — You 
mean to say that the ordinary person would have more confidence in 
him than he has at present. I do not know if that is a workable 
scheme; I think a better arrangement would be as suggested here, to 
have his acc'^unts audited. 

But you can insist in the other case on his accounts being audited! 
—It might be possible to work out some such scheme. 

1663. Regarding Question 18, you have said that the Imperial Bank 
provide /3 finance for marketing purposes by means of purchasing the 
demand drafts of dealers. Ihere are two kinds of demand drafts pur- 
chased by your ^ank, one from the dealers themselves which you. dia**^ 
count; the other will be the demand drafts which will first go into the 
hands of the indigenous iJiroffs who will pass^^them on to you for redis- 
counting. What is the proportion of these two kinds of drafts? — The 
rediscounts are comparatively few. 

1664. What then is the percentage of the total business in demand 
drafts done by the Imperial Bank as compared to the indigenous 

does not get a very large proportion, because if you com- 
pare the total exports from any particular place, I think in most 
cases, we provide, say, from 50 to 70 per cent, of the finance 
required. 

1665. So that he must have been hit rather hard by the extension of 
the Imperial Bank branches? — Yes, he has been. 

1666. If it is in the interests of the banking development in the country 
as a whole that the indigenous shroffh business should extend, then 
obviously you ought to encourage rediscounting by him rather than 
deal directly with the public? — Yes, in opening the business we should 
leave him a margin. At present we compete with him and he competes 
with UB. It is by competition that the business is coming to us, 
because we both are in the market for this business. 

1667. That kind of competition is undesirable because so far as general 
banking development of the country is concerned he must have a por- 
tion of the field to himself ? — W© cannot reach places where he can 
reach. 

I6ft8. You have cut off all his profit^s at places which are large centres 
of business leaving him only small places? — ^We very often discount 
their bills. These shroffs buy a large number of bills from small 
parties for small amounts and send them down to the ports and then 
they recover by selling to us one draft for a large amount. 

1669. I do not suggest that you don’t do any re-discounting or give 
him no help. What I am suggesting is that the more you deal directly 
with the public, the less is his business; the more the branches of the 
bank, the more severe is the competition that feels. If you could 
possibly leave him a margin, then he will also make some profit out of 
this business?— We do leave him a margin when we redW>unt and 
very often reduce the rate in the case of indigenous shroffs. At places 
which we cannot get to, they go out and buy drafts. They send them 
direct to the ports and obtain funds by drawing a draft on the port. 
That does not appear as rediscounting, but it is really drawing 
mgainst a cover. 

Mr, B, A. C, Neville, 
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1070. 1 am not suggesting that he is not taking advantage of the 
Imperial Bank whenever he can out that he should be given ent^ourage- 
inent in oidtr to induce him to give coinparativcly cheap finance 
in places which you cannot get at /- But he does make a big 
profit, because he sometimes charges >/6/* per cent, for certain places 
where there arc no branches of banks. 

1671. Ibit \ou liave said now that the bulk of the demand drafts from 
the marketing centres comes into \our hands so that the more >ou 
extond your branches the greater will bt^ the bulk of ilua busineas com- 
ing to you. What is his proportion of this busiiiesH at pres^uit ! — That 
proportion is comparatively smaller. 

1672. Day by day it grows smaller the more branches of the bank 
start? — Yes. 

1673. Therefore if he is to survive, it is better to make him an agent 
of youra coming to you more often for rediscounting and t>o restrict 
your direct dealings with the public? — Of course we do rediscounting 
as much aa wo poasihly can. 

1674. His business is being curtailed because he cannot compete with 
you / — To a limited extent ho can. 

1675. We have been told that so far as Khurja, Chandausi, Ilathras 
are concerned, only a few years ago they constituted a very important 
field of busiiie.ss for tin* indigenous banker in l)ellu, but today this 
business has gone down .so much that some of the leading firnm havti 
ceased to do that business on that side though they still continue thin 
business on the Bhatinda side. In other words the suggi^stion is that 
towards i!'c east they ha\c been hit very hard in im pint ant rnantUg by 
the opening of branches of the Imperial Bank. Tak«' the old lead 
ing firms of indigenous banks. They u.Hi'd to do remittance formerly. 
Now all their Kothis are doing nominal buHinesH and (hey have settled 
down pracrieall\ as iii\est<us ami landlords F \<*ti take the 
Gazetteer of Delhi, you will find that almut 14 or 15 of the well known 
firms iienitifa>e<l theKun are no longer doing this liuHineHs. It is 
suggested that there is no margin left for these people, and that the 
effects of opening, branches of the Imperial Bank on the»«» indigenous 
fthroff- have not beim tak<‘n into consideration. If you could deal 
through them rather than directly with the public their position will 
greativ imprf)v<‘ I— Of course the expansiun <>f the lm|>erial Banks* 
branches ha.s affected them in that we have brouglit down the rate of 
interest on drafts and also we provide very much cheaper remittano4^ 

If you work through the indigenouHM?anker and insist on his not 
taking more than the fixed maximum rate of inU*reHt from the public 
you will help him to survive and continue to serve the public? — I (juite 
see your point : you mean tha.t we should give» him a margin to work 
just on the 5 .ame lines as we do with the joint Ht<K:k banks It is a 
plan well worth a trial. 

1676. One of the indigenous liarikers says that in reniittaiice» busincitfi 

they have to pay at present -/2/- to the Imperial Bank, /l/fi for teie- 
graphic* charges and 6 pies as brokfuajce and all that they get is the 
use of the money for 4 or 5 days. This information was given to u» 
by a banker who does only hankina and efijes not ri^discount his 
hundU with you ? — Why he pay the broker, why dfM»a he not 

come to U8 direct, 

1077. So far a« remittance business is concerned, he has to pay this 
45ommission to the broker because he brings the hundin of the market 
to him ?~I see what he really w'ants is a v.oi king margin. 
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1678. The present rates of the Imperial Bank are not really profitable 
to this high class fihroff 1 — No. 

1679. If you deal through them in remittance business then the system 
is likely to be properly adjusted ? — That we should give them lower 
rates and ciiiuge th(3 pul)lic higher rates so that the public may not 
come to us except through these bankers. Is that the idea? 

1680. Yes. — TJiere is certainly force in this argument. 

1681. In reply to Question 19 you talk of advances against produce, 
i^our sole objection against the warehouse system is that the expenses 
would lie far too high and that the agriculturist is too sinall a man to 
liea}** all that. Have you ever considered the Egyptian system of 
giving loans against produce? — 1 doiYt know the Kg5''ptian system. 

1682. I will explain to you. The Government deposits with each bank 
a certain amount of money. The bank gives advances against the 
security of cotton to agriculturists for about four months .generally. 
The rate charged is not more than 4 per cent. The Government bears 
all the charges of storage, packing, weighing, protection etc. No agri- 
culturist ('an bring any other crop except his own. The nec^essary staff, 
cashier, age.nt, warehouse keepers etc., are nominated by the bank, but 
])aid hy the Government. 1 he bank only deldts a reasonable cost to the 
borrower regarding packing. The storage expenses are also borne by 
the Government. Jn case the man does not repay the money after 4 
months, he is given some iimo more, and on his failure the bank has 
the power to sell the produce and credit the profits to his account. Now 
ufKhir this system your objection is wholly removed, since the cost is 
borne by Government and not by the Bank ? — Where is the produce 
stored. 

]6s;t Ti is sfoi ed in wni'ehouses ?- -fn eentral places. 

1684. They go far into the interior? — Do they? 

1685. The Government has established large godowns for the storage of 
cotton in the villages? — It must be rather an extensive undertaking by 
the Government. 

j686. Yoiu’ sole objection is expense to iGovenirnent ? — We have no 
objc'ction if Government undertakes it. 

1687. You have given us your views about the warehouse system in the 
United vStates of America. I will take your last objection first, .that it 
will facilitate gambling transactions. So far as gambling and specula- 
tion is ('(meerned, if it would fa(dlitatc gambling here, it must have 
facilitated gambling in the United States too ? — Yes it has. 

1688. But so far as the banker is concerned, he is safe, because he has 
got the s(curity of the goods? — It depends upon the amount of advance 
against the goods. 

1689. If he is left a safe margin ? — He must work on normal market 
value. 

1690. You may advance Rs. 75 or Rs. 85 for the produce worth Rs. 100. 

If the bank works on a safe margin, it does not incur any serious 
loss ? — Well of course, no banker, if he can possibly help it will en- 
c^^urp^ge speculation in trade and if we have reason to believe that the 
man is speculating, we avoid him, because he is unsafe. 

1691. But where you advance against the security of a warehouse 
receipt so far as the question of safety of your advance goes, it does 
not arise at all ? — This objection of mine is more or less a genera! 
objection. 

Mr. B. A. < 7 , Neville. 



151 


16 & 2 . But where you advance agaiiist the security of a warehouse receipt 
you pass a trade bill to the seller to Ik^ discounted by a bank, who 
generally has got a running account with him. That running account 
cannot be turned into cash, because it is not a negotiable instrument. 
If instead of this system, he passed a trade bill and the goinl-v ueri! 
kept in an independent warehouse and tht‘ warehtmse receipt passed 
with it as a negotiable instrument, then there will t)e a nujicur of 
bills availalde for rediscounting? — Quite so. 

1693. At the present moment a business man is prechuhal from c.Kteiuh 
ing his business l>ey<)nd the limits of his personal eapital because he 
will be paid lye the purchaser after ‘20 or 30 days, and his running nc- 
count cannot be turned into cash. Hut if he had a tradr bill wiili a 
w^arehouse receipt, he could come to you and ask for cash against his 
trade bill and do more business? — Yes. 

1694. Don’t you think that such a warc^ houst^ system w ill encourage 
these trade bilk behind which ilnua' is pt>sit.‘ve pi’ouf that u‘>odH 
aro in existence ’ — I think the princijile is excellent, ind tin' pinrlical 
difficulties are very great. 

1695. The practical difficultie.s are by way of cost .' — Y(.s. 

1096. Is not that scheme wot th the expiitse in view^ (rf the g. neral 
change that it will ludng about in tin' whole of the money nmrket ' — 
The cost is going to be very considerable. 

1697. You (l(‘ein tlie sy.stcm dcsiiabb' provided the question ol tin- ( nst 
could l»e iiU't ! — 4’he system is an cxedbud oih\ beeausi* so far as 1 aitks 
are conct'riu'cl it sinipl ifn-s tlnur business. I f w<' hav(‘ a w areho\is<' rvtcipt 
against goods, if will facilitate .rude, l>ecause aii advatne could lie 
made in no time. 

169S. Apart from the question of expense, the mere fact- of facilitating 
speculation cannot weigh Against, the general good (‘ffects that wdll 
resuk f'-om .sm h a sy.st('m No . I think the obj(‘c,t.ion I'cgarding 
spceulalion is a jioint wbi‘-)i may to be considered, but the syrtteni, 

if it could I,^ worked cheaydy, will l>e af< exc<‘Ilent sysbun. 

1699. In answer to Question 52 3 ^ou sny that the Imperial Bank of 

India play.s little or no part in fmancir*^ export trade from tho village 
to the but it provicirs a very large pr<q)ortion of the fjnane/j 

required for exporting from the viaiuli to the port towns. So when 
you finance the marketing of produce to the port towus/ y(Mi get nuiney 
at the ports ? — Yes. 

1700, You iiavc no meaTin of bringing back the money b> Delhi except 
your eur Tciicy cbeBls '- VT's. 

1701. If you were financing import trade, you will get adequate funida 
in Delhi automatically ? — Yes, quite bo. 

1702, If you were doing that buBiness also and were not precluded by 

the terms of the Act from dealing in exchange then yoii will have easy 
movement of funds both ways; on the one hand you will U? fin^aicing 
the export trade and on tiie other hand the import trade. Bo such a 
system will be more desirable from the banking point of view than the 
present system with these water-tight compartments. Nowr excliango 
banks get the gocnis h^re for importers nndf got funds hero in payment 
of imported goods which they are anxious to remit to the port tow ns, 
because their business demands it there. You on the other hand have 
got fundg in the ports which you want to bring up here. Ther^ 

fore d^present system is rather unnatural t — I do not irnow if it it 



152 


unnatural. We Bell drafts and telegra{)hic transfer on port towns to 
the exchange banks. 

1703. Because you are functioning to-day neither as a commercial bank, 
nor as a bankers^ bank. As a commercial bank, you would immediately 
feel that this system is very disadvantageous and will take to the ex- 
change business as the best way out of the difficulty ? — Yes, that is true. 

1704. In reply to Question 57 you say that the indigenous bankers are 
in direct competition with the Irap<^rial Bank for deposits. You seem 
to suggest that the indigenous bankers have considerable deposits for 
the public?— I think they have. 

1705. The information from other sources on the other hand shows that 
the Hhroff a rule avoids deposits, and accepts deposit only when he 
wants money. The figures which I have got from the Income-Tax De- 
partment as to the amount of interest paid by the indigenous bankers 
of Delhi Province is about 3 lakhs only ? — I have not very much ex- 
perience of Delhi. 

170G. In reply to Question 68 you say do not think that the Imperial 
Bank bill rate has any great effect on these rates'\ Obviously as the 
central bank of the country it is desirable that your rate should have 
greater effect on the market; you should be in a position to control 
the r.'ite as in other countries where the central banks generally do. 
The only way to do this would be to link these indigenous shroffs more 
closely to you? — To make our bank rate effective; yes. 

1707. 8ince they don^t deal with you much, you cannot make your bank 
rate effective. If however you utilised some as your agents and gen- 
erally dealt through them rather than competed with them, you will 
be in a better position to control the market rates? — Of course in 
recent year.s the Imperial Bank rate has been to a certain extent out 
of touch with the market rate. 

1708. I have suggested this to you because the shroff is getting estrang- 
ed from you more and more day by day ? — I do not think so, but it 
seems to me that as the Imperial Bank rate is now the rate for the 
whole of India, it must at times and places be out of touch with the 
local mai’ket rates. 

1709. If you utilise this indigenous agencies more and more and make 
them depend upon you rather than compete with you, or you compete 
with them, then they will be in a position in which your rate can have 
greater effeet on them than at the present time ? — Yea, that is so, if we 
were Jinked up together; but it depends very much on the nature of 
the link. 

ITflO. For instance if in remittance you leave him a. margin, and you 
don^t allow the public to deal with you direct but control the rates 
charged to the public by indigenous bankers? — It probably would have 
that tendency. 

1711. The more you are linked up the greater will be the tendency? — 
Yea. 

1712. Yob say that the Imperial Bank Act imposes on you the obliga- 
tion to have two signatures. The way in which you are practising this 
is that you have got a limit for the endorsing shroff and a limit for the 

jparty on whom the hundi is drawn ? — We usually have a limit for the 
endorsing shroffs vrhich is regulated more or less by his ixi|||||||^ and 
dealings. We don't have definite fixed limits. 

Mr, B, A, C, Neville. 
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Surely you would not discount more bills if you find that the 
endorsing i^hroff is endorsing too many bills of a single party f—Quite 

1714. Then in practice there is a limit ?— Yes. 

1715. The limit of the endorsing shroff depends upon his general credit 
position 1 — And also to a certain extent on tho bills he gives us. 

1716. If in a particular month the endorsing shroff really had moro 
commercial bills to discount, which carried with them some evidence 
that they represented purely commercial transactions rather than pure 
financing acronimodatson, the limit would he far more elastic ? You 
would feci quite safe if more bills of tliis sort were eoining and your 
limil ill that case would be far more t'lastic f — It would )>e much biggtu 
nndoilbtedly. 

171/. One witness has told us that (he Hank of Bengal runaM* advanced 
money against ornaments, grain, vi^iiow or merchandise which the Tm- 
peiial Bank is now doing — The Bank of Bengal (aTtainly did not 
advance against ornaments: it made v(‘ry little advaiiie against grain, 
because the Bank of Bengal was only establisluHl at the larger centres 
and :t acted more'as a banker.s’ bunk than ns a commercial bunk. 

171S. To the extent that you have lM.>en incrcaBing your advances 
against oinanunits, grain, cotton or merchandise, the c(*in[>e( ition, so 
far as joint ^tock banks, and intligenoiiH shrttff.^ art' c cuuHorM'd, inunt 
have been keener? — It must have been. 

1719. One interesting factor has come to light that you arc charging aa 
much as j/.'i - per cent, orj remittanceH between new Delhi and old 
Delhi? — No; ilie new Dellii branch ie mov a member of tlie ('learing 
house, there is no such charge now. 

17'20. But it existed ? — It existed for a Kln»rt time. 

1721. Regarding your remitting money free of charge up to Rh. 5,000 
for your cu'-toiners, did that prevail for some time? — We have recently 
cut that out and now w(’ <'harge our commissif/n. 

1722. Even to far as joint stock banks aro concerned 1 — Ycb, wo charge 
them C M all chf'ques. 

1723. Did you find that the old policy did not work satisfactorily? — It 
was causing a loss of a large amount of profit; we took risks without 
any jirolit. Besides it involved a considerable amount of expense. 

1724. Kan war ^fofi JaiI \ Do you take 7 per cent interest on security 
of gold ornaraentfi from all or agriculturibts only ?~~From every one. 

1725. Do you take interest of 7 per cent, during all scjaBoms or only in 
busy season ? — All tho year round. 

1726. Do other joint stock banks finance the dealer^ or indigenous l»ank- 
ers or not : do the other joint stock l>ank.q take usance bills or not ? — 
They finance in the same w'ay as we do. Ho far as I know, I think they 
all advance against gold onyinients riow-a-days. 

1727. Is there much scope in the mandis of Delhi Province if Buch 

warehouBes are opened or the agriculturists are able to store their pro- 
duce in their own pits ? — In Delhi most of the grain cornea from out- 
side. not a large ui anti ty of grain grown in Delhi Province 

itself The amount of grain produced in Delhi is very small as com- 
pared to the consumption of the Province, and I think tho grain that 
wmes in is not stor^ by the agriculturist, but it is stored by various 
dealers. 
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What do you suggest about the stamp duty on usance bills; 
whether it should be abolished altogether cr reduced? — I certainly 
think that it should be reduced because in my opinion it is far too 
heavy. I he whole trouble is that at present ftnances are arranged 
by means of demand promissory iiotep, but in reality the ^arrangement 
18 that they will be presented for payment after so many months, and 
we cannot rediscount them. 

1729. How nuich should it be? — The InimJi should be on imprest paper 
of the maxiiiium value of lie. 1/. 

1730. L, Shri I{am\ It is now -/1/6, formerly it used to be •/!/-? — 
That was up to the year 1919. 

1731. Mr. 1 , F. Gray\ Dori^t you think the. abolition of stamp duty on 
cheques has increased the cheque habit ^ — That is my impression. I 
think it C('rtainly has increased the number of cheques drawn. 

1732. Do you think the use of cheques in vernacular would prove diffi- 
cult Yes, T think BO. 

1733. Is it ]K>sHible to extend l)anking into rin al areas without the 
use of vernacailar ; 1 mean is it possi])le to extend banking into rilral 
areas and still use Englisli Fcii))t? — It is absolutely impossible. 

1734. If we want to extend banking into rural areas, we must accept 
vernacular as a serijit ? — Yes. 

1735. In reply to QucBtion 72 you make certain suggestions regarding 
indigimous baukers. Under the j>resent conditions you say that you 
remit the money of the joiTit stock banks at a cheaper rate than you 
do of the indigenous banker. The indigenous banker ife; considered 
as public ? — ^Yes. 

1730. Supposing the indigenous banker kept a balance sheet as 
sugg(‘stf;d by you, will you then him on the same terms as the 
uuiit stock banks ? — It is a (juestion of the man’s business, wdien it 
et)nu‘S to the (piestion of I'emittaiiee: it is not a question of principle. 
The })rin(‘ip]e on which we at present work is that we give the banks 
who giv(' us much business a eoneession in rates; and also in the very 
exeeptiourd cast's of l)ig , shroff ^ who undertake to remit a certain 
amount of money, say, 50 lakhs in a year, we allow them a concession 
in rates. 

1737. L, Shri llani: Thank you for clearing the point. I was up to 
npw under the impression that this distinction is between the joint 
stock banks and indigenous bankers; now 1 understand it to be the 
Uiuit of the man up to wffiieh he can work ?— There are certain cases 
in which the indigenous bankers give an undertaking to remit a certain 
amount of business in a year,, 

1738. What are Incha Ram and Sons, bank or bankers? — ^We will 
treat them as indigenous bankers, 

1739. Mr, V F. Gray: Do you consider the present indebtedness of 
the agricultin ists of the Delhi Province, and India for that matter, is 
due to the credit being too easily available, borrowing being too easily 
obtained ? — I think it is, and of course it is due to the fact of the 
money-lender being there to lend to him. 

1740. Should not our policy be rather to give cheaper money against 
secured debt but make it difficult to borrow for unproductive purposes 
without security ?— We give facilities for cheap finance against security. 

1741. Should our policy, however, not be to increase bauMug habits, 

in the villages, rather than purely borrowing, iWicountB, 
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paying in and diMwing out rather than minply borrowing t—I think 
it would be more on the lines of savings bank in villages if you want 
tr encourage savings bank habit. 

1742. Has the mortgage law in any way interfered with the granting 
of loans by the banks i — Of eourse il does not affect the Imperial Hank 
to any great extent, because we do not grunt loans to agriculvni ists. 
It is against the spirit uf the Aet. W,- don't like to lock up our 
money in long period loans. t)f eourse it >ve find that a debt is doubt- 
fur, then we come in aiid take the )>roperty, but originally advaticea 
are not made against the seeiirity iP’ landtai propt'rt y, muIi air praoti- 
cally never granted. 

1743. Don’t \ou tlilnk that tjune :■ number of banks don't ailvaneo 
loans against land oji aeeoun! of the dilhenlty of the mortgage law'/ 
— From our own ♦‘Xpt'i ienci' it \< a very ditheult tlnng io reiMivej money 
in a mortgage suit. It will probably run ovan two m three year'*. 

]“44. Both the mortgage suit and the <\\<'culion of d('cree art? very 
di'Ilieult : — The moitgag*' suit Is a b'nglhy prtManbnf 

1745, Don’t yon think tiiat the eost of running a bank’s lu’atn'h tin- 
neeessari’v high iii tndia as ettnipartnl tti the amount of busiim^s it 

dogs in eomparison with of Inn* (('unt rims. ( have somr t'vuhmee from 

Bonibny ufiinh .Mr. ( Iiablani rt .'oj oul yesttsrday, bip I havt‘ nw own 

ojieriem'o and ( know that a brain-h in Fnglaml (ae-ts. nuieli lefts 
than in India. M>- < xpHu iema^ is tliui > braneh at honu' in a \ illage 
*-an Ig* I'un for sonuPhlng bke lbs. le-o a month im hiding rent t — \ sup- 
fiose it could Vie. 

'j74b. At home \on ha\e < lerks in the natnri' of .appn nt iei'S and \(m 
hav(‘ guarani e».s from their paronts agaifist dafaulting. Tlno'efore to 
run a branch there is \('iv (hoap ecnnpared with a bianch in India 

whiel) would <-ost. far more / I think a Iiranch in India is a very 

is\p(‘ns!\\‘ bnsj ness. 

bT^tT. Is tlnne no im-ans of running a small branch on rdiont IFw U>0 

a month /— A small bramdi or rathm’ pay otlice coslx uk lbs. HH) or 

Ks. 5(Hi a month. We cannot .get awa\ from it. In this tM>un(rv the 
man who doen tin* clerk’s work won’t lonch cash : there mast Ix^ ,a 
ea liier to iiandle casii So we inmU lniv<' .at h‘ast two men, one ,derk 
and the oriM r rL i in charge of cash, and tln-n we miiHt hav# 

rmr swt'cpcr. jm n ///I'nrnhf : etc., these are all whole 

servants, whih in Knglaiid we ha\e only part time' RmwsantH 

174S. Then one stumbling block is (he exptxise. and von earmoi sng 
gCBt any rnean.s of over(‘oming this ? — I have Ix'en trying to find that 
out for myself. 

1749. You don’t take guarantees fr nn the clerks / — No; but they have 
got their f*eripion fund, which irn'Indeg a gnarantee Hect:on, whi(‘h 
guarantfea them. 

1750, Can I have your views on the suggestion of gold eertifieate« 
induce savings say, actually taking gold worth Rft. H and giving back 
in gold worth Bs. 10 after a periml in order to remove thiw habit of 
buying gold?-~It is very difHcult to «ay, beeauso T think most of the 
gold in this countrv is invested in ornaments. 

1761. But the ornament, are not increasing in value in course of time. 
The ornaments would have to he melted down. That is the idea (hat 
the Gowemment should issue gold certificates! — It is worth trying, 
btt^vl 4nitibi very much if the result would be satisfactory. 
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1752. Would it help in any way the Post Office Savings Bank ? — 1 don't 
think so. 

1753- Have you any suggestions to make to alter the Imperial Bank 
Act, to make it more helpful to the public and to the other 
bi^ks 1 You yourself have told us that you wanted to do certain 
things, but that the Act would not allow you to do ? — There are a 
number of minor matters ; it is very difficult to say. 

1753 (</). There is nothijig very outstanding; they are mostly minor 
points, except of course the question of exchange work 1 — ^Yes. 

1754. L. Hal Kifihfn : Just for rny information, have you made any 
rules about advancing of loans to central banks against the pro-notes 
of co-operative societies or does it depend upon each branch to lay 
dowii any rules it likes ? — There are definite regulations laid down. 
The pro-notes have got to be renewed after certain periods, and the 
tcital advanced by tlie Central Bank on the pro-notes must not be less 
than the aipount advanced to the Central Bank. 

1755: There are rules for these things? — Yes. 

175G. You fix the limit of each hank up to which you will advance on 
the security of pro-notes ?—That is considered by the local Head 
Office. 

1757. If no amount is drawn from that account for a long time yon 
close It? — No, I don’t think feo, not if the Central Bank still requires 
it. 

1758. Supposing a central bank has made this arrangement and does 
not ordinarily draw on this account, will you close the account, do 
you suffer any loss by keeping that in force » — To a certain extent we 
do. It has got to be taken into consideration: it weighs with us. 

1759. I did not quite understand on what grounds you stop the 
remittance of money from one branch to another at par ? — We stopped 
on the ground that we were losing moneys over it. 

17C0. You just gave it a trial in the beginning? — We had the idea of 
encouraging business, but we found that the tremendous volume of 
business we had to do did not pay us. A cheque for Rs. 100, besides 
charges for stationery, writing letters, etc., entailed an expense of 
-/2/6 on account of postage and registration charges, and we found 
that we lost a good deal of money, over it. 

1761. As far as these loans against gold ornaments are concerned, 
what system of valuation of gold do you follow ?— We are trying to 
train our clerks in testing the gold. We use a touch-stone and till a 
man is trained, we employ a local goldsmith. 

1762. Supposing he makes a mistake in testing, then what will 
happen ? — The work is done through the hhazarKihi who is responsible. 

1763. Has the Idiazanchi paid anything specially for that ?— No. He has 
a fixed pay which is commensurate with all the services that he 
renders. Under the contract, we have taken security^ from him and 
he is responsible to the bank in all these matters. 

1764. Supposing some loss occurs in testing then who wdll bear that? — 
The Ivhazauchi will have to make it good. 

1765. And in the same way you said it was khazanchi who certifies the 
signatures in vernacular on cheques ? — ^Yes, hre has to certify that th^ 
vernacular signature of the drawee on the cheque ia genuine. 

1766. And he is responsible for that too ? — Yes^ he gets a fixed pay fot 
all these responsibilities which is mentioned in the agreemexik 

Mr, B. A, C, Seville, 
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1767. For these loans against ornanxents yon don’t fix any period, do 
you ? — No, but we endeavour to recover interest e>very three months 
^nd in8i^:t on its being paid at least every nine months. 

1768. If I pledge to-day and take a loan, can I return tho loan to- 
morrow and take back the ornament ? — Yes, that b possible, 

1769. Have you t-aken any action to propagate this scheme among the 
villages by advertising or otherwise ? — We have bad \ernacular hand 
hills circulated in the villages through the village headmen. 

1770. Do you allow corporate bodies to open savings banks accounts 
with you ? — Yes we do. In several places we have got accounts in ths 
names of Municipalities, Provident Fund accounts and savings bank 
accounts in the names of other |)ublie institutions, such as Hclnuds and 
^colleges, 

1771. I have experience of one co-operative society being refused per- 
mieeion to open a savings bank account by the Imperial Bank ol 
India ? — The object of the savings bank is to beneht poor people and 
inculcate the habit of saving in them. 

1772. But the members of these co-operative primary societies are 
generally all wage earners and they are certainly eligible for these 
concessions? — Are they not performing a similar function thoinselvesf 

1773. But not a small co operative society of small status and posi- 
tion when its members <'oinbine jor thrift : — In a case like that 1 don’t 
see any reason why we should not open an account for them. 

1774. There is no legal difTiculty about that so far as you could see * 
T think so myself, but I can’t give you a dclinito opinion on that. 

(77/r u'ifnr'^s uuthfhew,) 

The Coininittoc adjourned till 12 sons on Wednesday the 26th 
February 1930. 
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Wednesday, the 26 th February 1930 > 

NEW DELHI. 

Present. 

Khan Bahadur Diwan Abdul Hamid, C.LE., {Chairman)^ 

I^ofessor H, L. Chabi.ani, M.A. , Rai Saliib Kanwar Moti Lal. 

I^Ia Bal Klshen. Lala Shri Ram (Vo-opt>d Menher), 

Mr. V, F. Gray, M.L.C. 

Mr. V. 8. Mauballi, {S( crttary). 

BAKHSHI PINDI DAS, B. A., P. C. Revenue Extra Asfislant 
Commissioner, Delhi. 

I. — Written memoran^fum. 

(jEXERAL. 

1775. Pn'^'^ofK.il . — I took over in May Ia.st find liavc !i very limited experi- 
eiiCA? ot this Prcn inee. My knowledge is based on sunnriary enquiries 
and revenue jiapers. 1 may preface the repli<‘ft to the questionnaire 
with the following infoiniation ihowing the general condition of the 
rural a)'eas. 

3770. A Hit. According to the revenue jiapers the total area of the Pro- 

vince is 370,001 acres of whieh 228,930 acres are cultivated. The total 
numhei' of estates is 381 of which 25 belong to Government. There is 
only one Teh.sil in th(‘ Distiiet and the unit for the jH’ovince, district 
and tehsil is the same. The above area may bo divided into two 
portions as iindcu' : — 

Total area. Cultivated, 

(1) Bc‘longii]g to Government 53,72s 13,0( 0 

(2) Other .... 31(1,273 215,930 

Total 370,001 228,930 

1777. Tho cultivated area against (1) is given on lease and is mostly 
cultivated by the sub-tenants under the lessees. No. (2) may be taken 
as purel3^ rural area. The important statistics regarding the latter are 
quoted below^ under difTerent heads. 

1778. As 8( (’trcdcs unc/ holdings \ — There are 25,898 proprietory 

holdings and 93,176 cultivators’ holdings in the province. Th« whole 
area is divided into six circles for purposes of assessment and the 
necessary details regarding each are tabulated in the statement below. 

1779. It will bo noticed that average cultivated area per holding varies 
from 4 acres in the Khandrat circle to 15 acres in the Shahdara circle 
which has come from the United Provinces. 

1780. The total area amounting to 316,273 acres of which 215,930 acres are 
cultivated, has been assessed to Rs. 3,77,554 giving an incidence of 
Rs. 1-12-0 per cultivated acre. 

1781. Of the cultivated area 69,534 are irrigated, of 43,283 receive irriga- 
tion from canals, and 26,251 from 4,919 masonry and 1,009 hacha wells. 
The average chahi area per well comes to between 4j and acres. Two- 
thirds of the cultivated area (144,961 acres) is harani and dependent on 
rain. 

Bahhshi Pmdi Das, 
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i|St, The total population of the rural areals 183, Tea of which 30,034 ' 

oin land. Altogether there are 93,170 cultivators* holdings of which 
S8i«^ are of tenants. 

1783, Of the total cijtivated area 124 J 51 acres are with o^\^ers, 17,631 
with occupancy tenants, and 74.14S v\iih non occupancy tenants. 

1784. Area unaer tonrigagt , — The area under mortgage whether with or 
without possession can be ascertained from the pafwan^^ papers, but 
statistics regarding the latter are not maintained in the Tehsil and Dis- 
trict OflSces. ^he details r(»gar<ling the former are gi\en in the follow- 
ing statement and those regarding the latter are being collected 


Name of 
C ircle. 


>,iinibei of tren-ortuns. 


Area 


Total. 


(\ilt 1- 
vated. 


Land 

levenvie. 


Baopar 


L 2,777 { 

(!') To acTKul ^ 

till I OidipaiK v 330 484 

I 

/ (i^\nervhl}l 300 740 

(5)ToctlM. ] } 

( ()( ( upant y 1 rs 1 1 0 


5,853 

4S1 

Tof) 

210 


11,404 


1,470 


I 






3,1 13 

0,043 

0,538 

12,874 


407 

004 

001 I 


1 . 

" Ovirf i .si If) 1,80 1 


2,072 

3,162 

KoOl . (I) To eg! Kill 

('cMjpaney 35 



tiircfo 

55 

55 



^(>wnfl^^^^p 2^2 

52:) 

400 ' 

438 

(2) To otlicr^ 

, 

1 

(.OcoupaiKy 12 j 

20 

» 

1 

2,170 

3,001 

3,432 

3.000 

1 

47 

81 

81 

1 ( ( wrrr^liip 2,000 ' 

15,5 )S 

! 5.420 

1 8,202 

Dabar . (l) To agnrul 

1 tuiistn. 

f Oecujmncy 220 | 

421 

1 4 IK 

1 

r Ownership 80 

699 

576 

1 866 

1 (2) To others 



t Occupancy 29 

1 46 

45 

... 


^.170 i 

ej47 

/ 5,9U0 

/ 0J27 

f 

255 1 

406 

403 

( ^ 

( Ownn-^hip oo5 ' 
Khandrat . (1 ) To agrieub ] 

030 j 

f I 

92/ 

2.084 

t urii^ts 

( Occupancy 06 

07 ! 

67 

... 


r Ownership 143 

263 

261 

810 

j (2) To others 

. j 

{. Occupancy 42 , 

43 

.. — f 

43 

... 


838 i 

L183 

1,172 

2,903 

! 

108 1 

no 

, no 


I 



m 



t 


,5*' 


i 

1 

oi 

Circle. 

r 



1 Nun^bsr of tranaactiolM# 

J 

Totfb 

CuHi- 
I vated* 

-i Land- 
1 retmm 

rKha4ar . 

f Ownership 
(1) To agricul- i 

669 

1,676 

if 

: 2.237 


turista. (. Occupaney 

124 

212 

i 208 

r 

>-• • 


C Ownership 
(2) To Other* ] 

( Occupancy 

97 

440 

1 330 

\ 626 


11 

666 

135 

18 

2,015 

230 

! 

1,567 

1 m 

2,783 

Shahdara 

( Ownership 
{ 1 ) To Agricul* j 

121 

1,750 

i.m 

1 

i !i> 

*,183 


turists, ( Occupancy 


•• 

*-•'* i 

227 262 


C Ownership 
(2) To Agricul- ) 
turista. ( Tenancy 

46 ^ 

307 

I 


167 

1 

2,057 

1.^ 

2,635 


C Ownership 
(l)To agricul- j 
turista. ( Occupancy 

8,146 

18,774 

17*849 

29,332 

1 

790 

1,239 



^ 1 

C Ownei'Ship 
(2) To other# j 

1,014 

2,862 

2,54»'''' 

4,471 


C Occupancy 

252 

342 





9,100 

1,042 

21,636 

1,581 

20,398 , 



1785. The amount of mortgage money is not available at prtiwxil bfllrcinj 
be worked out from the patwaris' papers. However the figure foy tile 
transactions made from 16th June 1928 to 15th June 1929 ^re avgilahJf 
and are given below with those of redemption of mortgagH^*^ 

Oumerahip, 


I Mortgagee. ^ ^ E^Jwiptions. 

Mortage Afea^' *■ '» », . 

Area “'’“''y- 



t 

Rs. 

Bangar 

711 

2,28,283 


425 

69,232 

l^bar 

781 

1,15,468 

Khandrat 

. ? 125 

48,797 

Khadar 

, 1 321 

36,343 

Shahdara 

a f 390 

19,709 


' 2,758 

i 

6,17,822 


Bahh^hi Pindi Das, 
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« ^ ^ 

^ 1786, It will be^teres^lR;, to compare the land revenue of 

mortgaged witlrlne tota| land revenue by asse»«nien| circles:— ^ 


1 


f 

Pereentog ' 

j 

T.>*al Dnd 

Iband EevenTit 

"" of 

Assessment i rt le. | 

le venue. 

of srert undet ^ 
mortgage. 

. I'iJljpun 3 

. cn 

** ! 



( oluiii|ii 2. 

A. 

1 

Rs. 

K . 


Hangar . . . 

I." ‘.70U 

I:.'.''74 ' 

«-*i5 

Kohl . ... 

3 \\ II 

3, 

il !4 

Dabar 

i I, ‘Ml, 393 

! ! 

9,1 27 

8 34 

Khandrat » 

31.526 i 

2,903 

9*21 

Kliadar^^ ^ • • 

30h2l 

2.7 ft 3 

7*50 

Si alidara ... 

is, 904 

2,530 

13*37 

, 1 O till 

3."7,554 

! 33.So:K. 

i 

8 '95 


f7S7. Shahdara and Khadar circles are subject to river action and ha\% 
IfU’ge CJ razing grounds and milk cattle bring them 

income. ^ * 

''"’’’tv • "il. 1 1 

17?^. Kohl circle has small holdings and is populati'd by yuj(tis una ^ell 
mlflt and ply carts. This circle is entirely dependent on ram and has 
per (‘ent. irrigated area, 

liabar fs also a hnrani tract, but it has 20 per cent, well irrigaj^d 
8nd*12.|3^ (*ent j^aflnh area, the latter receiving flooding from the 

tITlO. ihr Itaiies-of drought the Kohi and the Dabar tracts suffer must. 
The peopliPof the latter circle have no vocation to fall liack upon in 
times of distress. 

1791. San^ar and Khandrat circles are irrigated tracts. The former 
may l>e called a canal irrigated tract and the latter well irrigated. 


* ilo0gftges to AgricvltiinHtx mid N oti^AgriuiJt urutn 

■N* / V*’) 

1792. The Punjal) Alienation of Land Act has been applied to the 
«t*^ali<}ira tract but no tribes have yet been notified as agriculturists m 
that tract. In the remaining portion of the Province the Act is- in 
^ 4qjpe. The tribes i otified as agriculturists in the main area have b^n 
a| such in the Shahdara tract also. 

. Altogether 21,636 at;res of land are under mortgage of which 20,368 
aciA are cultivated. Of the above area only 2,869 acres, out of which 
are cultivated, are with the non-a^iculturists. The jiatter 
^tineludes 1,750 acres of Shahdara tract of which 1,446 are cultivated. 

figure* relate* to v^wnership and include mortgages for speeiic 
Ijlderm*. As to occupancy land* 1,581 acres are under mortgage of which 
1,571 are cultivated. There are no mortgages of occupancy rights in 
:the Shahdara tract. 

VOt*, IV 


\r^ r 

V9A. The following amounts are oulitaoding <15th November 




' - — 

1 027-28 
and 

previous years. 

•y.: 

1028-20. 

1 ; 

1021N30. 

i 

! 

^ Tot»I. 


Rs. 

Rs. 

\ Rs. 

Bm 


r 

.'is, 21 5 

7,1 

66,2-K) 

Bead Foddf r . • 

*s 

I 


! 


L 240 

15,070 1 


16,310 


r 20,650 ' 

i'i.TSO 1 


67,686 

Bullock! niifl Dther . . 

< ! 

1 




( 18,205 

^ 1 

1 

• ' 1 

( 


• » 


r 26,000 




Weils .... 






1 52,518 

36.675 1 

1,760 ’ 

T^1S,M3 

Total 

1 

1,16,613 1 

1,38,600 

9,7 36 

2,66,038 


Tahivi is freely resorted to and is freely given. 

1^5. ('o-opfrative Credit Societies. 1 understand from the Inspectocr 
of Co-operative Societies that at present about six lacs of rupees are 
outstanding. 

1796. Crops. The main crops of this province are bajra, jawar, maize^ 
cottcni, sugarcane, chillies, and hemp in kharif, and wheat, barl^^*. 
gram, pulses, oil-seeds, vegetables, and tobacco in rahi. ^ ^ 

I*!*?)?. Area under crops varies from year to year according to the Vaga^ 
ries of seasons. 1 would, therefore, give the result of the beet hardest 
the Province has had since the last settlement and also the rei^lta of <thev 
last two harvests which have been poor. 






Irrijraft'd. 

Unfrrisfa*ed, 

, K Tom. 


. or wmik. 

Harvest. 

Sown. 

Matured. 

Sown. 

Maimed, 

Sown, 

1 MaturcMl. 





Acren. 

AerCB. 

Acre’s, 

Acree, 

Acre#. 

- Acres. 

JPvcca. 

4.m;7 


K^ai'hiT. 

Khari/ I»M 

13,3% 

12,111 

1,87,677 

1,‘’3,.=762 

1,. 50, 067 

B.., V- *' 

t,W.«76 

Fft. 

Unfit. 

2,182 


192T 

22.625 

21,171 

1,10,270 

36,416 

1,39,10^ 


■ 4,642 j 


m 

Jtahi 1921) 1 

16,692 

10,451 

l,7S,50e j 

1,55,3]G 

1,96,200 

i,n,7er 


9,9tt2 


Rahi 1929 

1 

67,725 

49,044 

95,se9 

10,575 

1,6S,5# 

! 6%619. 


f 

1,009 

j 







■ s,m 

I 



1 

! 
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17&8. Sutpentiont. Ignoriog small suspensions there have been the 
following suspensions of lar^e amounts since the last settlement of 


1900—9. 


Ka. 


KAori/ 1911 .. .. .. .. 8.149 

KharifinZ .. .. .. •• 12,102 

WwiitH.. .. .. .. .. 18, OW 

iloAi 1916.. .. .. .. .. 9.182 

Khari/mi .. •• •> •• 9,990 

ila8«l9l8.. .. .. •• .. 8.841 

A' Aon/ 1918 .. .. .. ,• 66,974 

«ofc» 1919 ., .. .. .. .. 32,402 

AaW 1921.. .. .. .. .. 15.000 

KhfiHS 1928 . . . . . . . . OO.OaO 

AoW 1929.. .. .. .. •• 31,288 


The above figures show that drought never allows the people to talc# 
a ' :gh of relief and they are always at the mercy of rains. 

Ratrg of rrnfit. Non-occupancy tenants generally pay rents at the 
fojlowing rates: — 


Ch4]hi 

Nahri 

Sail<ibi 

Barini 


K«. 

20^ 

25 f per acre. 
IP ( 

5j 


{Abiana i« by 
cultivatorft). 


nf^). At^HNa/ ruliif . The annual value of the land can be worked out by 
applying the normal rates to the normal produce and also by reference 
to rents by classes of soil. 

IBOO. According to the latter the result is as followR : — 


— 

Area. 

Hate of 
rent 

1 j>er acre. 

'J'otal rent. 

Annual 
value (twice 
the rent). 



Hh. 

R«. 

jHs, 

Nahri and Chahi yahri 

43,283 

25 

lo, 82,075 

21,64, IW) 

Cliahi . . • « 

2P,251 

2U 

5,25,0211 

10,50,040 

Suilabi . . 

19,095 

10 

1,90,050 

3,61 ,900 

B 't ni . . 

1,27,301 

5 

0,30,505 

12,73,010 

rotal 

. . , 2,10,930 


24,34,550 

48,69,100 


The annual value would thus come to Rs. 48,69,100. 


Debts maybe divided into 5 classes: — 

(1) Mortgages of land with possession. 

(2) Mortgages of land without possession. 

(3) Takavi loans. 

(4) Loans taken from co-operative societies. 

(5) Other debts. 

" VOL. IV ^ K a 
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Nos. (1), (2), (3), and (4) can be accurately ascertained. The exact 
figures are however not a^iHable at present, 

1801. The figures for 1928*29 show that 2,753 acres of land of which 2,601 
acres are cultivated were mortgaged with possession for Rs. 5,17,822, 
The total area under mortgage with possession is 21,636 acres of which 
20,398 acres are cultivated. With reference to the figures of 1928-29 the 
nu>rtgage money of the total area under mortgage may be edHraated at 
about Rs. 40,69,595. 

1802. Tahivi loans amount to Rs. 2,66,000. The co-operative credit 
societies have issued loans amounting to about Rs. 6,00,000 in round 
li^iires. The total of the above debts comes to Rs. 49,34,595. I would 
estimate the other debts at Rs. 50,65,405. The total debt of the agricul* 
tural classes in the rural area may thus be roughly estimated at about 
one erore of rupers. 

1803. Price of Land. — The price of land may be estimated at 
Rs. 11,72,71,800 as under : — 



— 

Aiea. 

1 

i 

Rate per i 
acre. | 

Price. 



.... .. 1 

! 

Rs. 

Rs. 

Nahri 


4U,-’8a 

1 , ou , 

4, 32, S3, 000 

Chmki 


26,251 1 

1,000 

2,02,61,000 

Sailahi 


1 

500 i 

! 

95,47,500 



.. .. 1,27,3 >1 1 

300 ' 

3,81,90,300* f 



Total .. 2,15,030 i 

1 

11,72,71,800 



' 

- J 



1804. — lioughiy the total value of the whole of the rural 

area amounts to al)out 12 erores of rupees. The total debt for this 
area amounts to about one crore of rupees, and the annual value to 
about 60 lacs of rupees. These are appalling figures. . % * 5 

I would suggest the follow ing remedies to check m4cbtedness : 

1. Education. 

2. Social reform. 

3. Propaganda work. 

4. Extension of canal irrigation. 

6. Encouragement of well irrigation. 

6. Co-operative movement. 

JT, Joint work by: — 

(ti) Agricultural 
{h) Veterinary 
0f Education, and 
{d) Co-opera»tive 

regarding fixing of time limit for mortgages of land. 
Pif^i Da$, 
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A.- AORlCULTrRJIL IlrtMiiitoNBSS. 

1806. !• No aet^urate pstimate of the exiRting indebtedness of agricul- 
tural classes can be given for a village or the whole Province without 
special enquiry. Such information may be collected from : — 

1. Patwari '9 papers. All kinds of mortgages of land are recorded 

therein, whether oral or written, and whether by register- 
ed or unregistered deed, and with details of area and 
mortgage money. 

2. Takari registers. These registers are maintained in Tehsil 

and District Offices and can give exact amounts of loans 
advanced for improvement of land under the Land Im- 
provement Act or for purchase of seed, fodder, cattle, etc.,, 
under the Agriculturists Loans Act. 

3. Recx)rd8 of Co-operatative Societies. 

4. Records of Registration Offices and Income Tax Offices, 

6. Account books of money-lenders. 

6. Records of BaAtias, 

7. By enquiries from zamindani. 

Debts are incurred for one or the other of the purposes men- 
tioned in this question, but the znmiurlars generally Iwrrow 
money on the following occasions; — 

(1) Marriages. 

(2) Deaths. 

(3) Failure of crops, 

( 4 ) Litigation. 

(5) Purchase of cattle and seed. 

(6) Land revenue. 

1806. In nah/i areas sometimes money is borrowed to take land oflt 
mortgage or to build a house, 

1907* This IB a district of small holdings and the numl>er of persons own- 
ing more than 100 acres each is small. In a province like Delhi where 
two-thirds of th#'Area is insecure and crops fail every now and then, 
the zamindar can hardly raise his head from under the debt. He lives 
on hope and cannot resist the temptation of taking loans on occasions 
of marriages, deaths, etc., when he thinks that he will be lowered in 
uf his bradri if he does not spend up to the standard of 
at^ast a middle class zmnindar even if he knows that it( will be very 
difficult for him to repay the debt. He has no vocation to fall baefc 
upon in times of scarcity and has no means of repaying the debt 
except from the produce of his land which can hardly suffice to keep 
Jiim agoing. He is loath to work as a labourer on works not agricul- 
tural, and would rather resort to borrow money than try to ftna^te 
industry to rapport him. The holdings being small, the 
very hard hit in tinries of scarcity as they can make no savii^^fft 
ordina^ times. In irrigated tracts too zamindar^ are noi^ree item ' ' 
Idebt. They would spend unscrupulously large amounts o^t^ocasione , 
of marnag^ and o'^r such like occasions and would sometimes rush 
into litigation. They are raising their standard of living and 
houses are also rising up here and there. 
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1808- I may here note the names of the notified tribes. They are: — 

1. Jats (Hindu and M^ibiimmadan). 

2. Gujar (Hindu and Muhammadan). 

3. Ahir (Hindu). 

4- Taga Brahmins, 

5. Tafifa MusalinariH. 

6. Sainis (Hindu). 

7. Mali (Hindu). 

8. \rain (Muhammadan). 

9. Sa.vyads (Muhammadan). 

10. Boloeh (Muhammadan). 

11. Choahans (Hindu and Mohammaden). 

12 . Mayo (Mohammaden). 

13. Rajputs. 

14. Moghal. 

15. Pathan. 

16. Gour Brahmins (Separate group). 

1809. Hindu jafx predominate in the province and form the majority of 
borrowers. But all classes are in debt. The Mohammaden 
znmindavx are cornparatively more in debt. Zarnrutiars' lot can only be 
improved if there is some security for the produce of land. The chief 
need of the zamindnr is water. Everywhere there is a cry for w^ater. 
May it come from heaven or from earth. Economy in canal water may 
give relief in areas within its reach and the Irrigation Department 
may perhaps find some way of help in other ways. The next remedy 
IS well irrigation. It should be encouraged in all possible ways. There 
are a number of hnruh in this province and if further improved can be 
of much greater use than at present. I would suggest that if possible 
the Government should provide tube wells at their own expense and 
charge water rate as is done in the case of tmhri areas. Small 
industries should be started in the villages on a large scale. Social 
rules can do much in checking unproductive debts, but the most im* 
portant step to make the zamhular change his present customs and 
ideas seems to me to be the starting of propaganda work. The 
zamindnrs are illiterate and the only effective way of making ifiipres- 
sions on their minds is oral propaganda. Lectures, songs and the like 
can do much in this connection. The work can be taken up by the co- 
operative societies and small functions may be held in villages. In the 
Punjab in some places advantage is taken of Kahaddl matches, etc,, 
•and uplift propaganda is done on these occasions. People need edUca®^ 
tion before they can realise the benefits of thrift. Most of the debts 
are due to indigenous hankers and co-operative societies. Zamindars 
liave also a fail share and Eahtias also have some hold on the people. 
At times zatnindars mortgage their land to pay off old debts. Orna- 
ments and other such like articles are pawned generally in times of 
distress when money cannot be had even on the security of land./In^ 
harani tracts the money-lender would like to issue loan on interest, 
rather than take land on mortgage. Zamiiidars generally borrow from 
their old sahttkar's and would not go elsew’here on account of previous^ 
attachment. Sahukars are always available and would give small! 
amounts any number of times. Such facilities they think are not open!*" 
to them elsewhere. I understand no new asamh c^me to baniQs. 

1810. I would take the following areas as forming economic holdings for 
families of or 6 members: — 

Nahri .. .. .. ... 12 acres. 

Bartini .. .. 25 acres. 

Ch^hi. Barani, 

Mixed .. 7 acres. 12 acres. 

Pindi Dm. 
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1811. As reKarih inort^fMges I am of opinion that 20 years rule should be 

fixed for all whether agrirulturistH or may have advert^, effect 

am the 8e€\irity of bararii lands, but I thinV the agriculturist w ill gain 
more than w^hat he will lose. 

1812. 2. The general rate of interest charged from saniinfhtr^t is Us. 2 per 
cent per mensem. If the amounts advanced are higher, a low rate is 
charged, if small, a higher rate. Accounts are generally settled annual- 
ly in the nonth of Jeth. For seed which is advanced l)efore the 16th of 
November, interest is charged for the whole year, and for that 
advanced after that date for half tht year. Rei)ayinent of debts is . 
made in cash if possible. Otherwise the creditor takes grain at the ^ 
time of harvest. They also take tattle and carts in lieu of debts. It 
the creditor is an agriculturist he might lake the debtor's land on 
mortgage with or without possession. In case of (lispute resort is 
had to courts and temporary alienations are made for f.xed teima. 

1813. 4 . No. 

1814. 7. No. 

1815. S. T^fihh means a loan of Us. 10 advanced on condition that th^ 
borrower will pay Us. 12 in twelve monthly iristalinentH of Ue. I each. 
Amounts on this system are taken by— 

( 1 ) (tnj((rs. 

(2) Menials. 

( 3 ) Men engaged in small industries. 

( 4 ) Cultivators of small means. 

No. (I) sometimes gets more than one rnhtis on the same tc'rms. 
They have monthly income from sale of milk and this kind of loan 
suits them. The advancing these loans charge 4 as. or 5 as. 

from the amount of rfthti as contingent expenses and also iinposo 
penalty of ji’es 6 or one anna per instalnient for default. 

B. —Finance for Aorjcitltural Proocction. 

ISlC. 12. (n) (]) From hmtins, 

( 2 ) Tnluji. 

■* (f>) I'iiknrl and cooperative societies. 

{(') as against (<^0- 

As to interest ride reply to Question 2. 

Tnkari loans are freely advanced by Government for (n) and (h). 

1817. 13 . The cultivator freely borrows takavl under the Agriculturists 
Xoans Act. The last two years figures are as under: — 



1027 28. 

1028-20. 


Rs. 

Us. 

Seed . . 

. . 

58.215 

J^odder . . . . 

. . 240 

16.070 

Bullocks and ether 

. . 20,650 

28;r30 

Wells 

, . 25,tK)0 

36,675 

'Fotol 

. . 45,800 

r,3«,600 
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lil8- lit I can give no estimates but I do suggest that well irrigatiorr 
should be encouraged and loatts advanced for sinking wells freeljr. The 
question of constructing tube wells in big tracts by the Irrigation De- 
pantment And charging water rates as in case of nahri areas may be 
considered* 


C.~~FiNANCE for MARKKIINO. 

1619l 17. 1* Delhi, 2 Nerela, 3. Najafgarh, 4. Mabrauli, 6. Shahdara 
^d Bahadargarh (Rohtak District). 

1820. IS. The produce is given to village baniaM if small in quantity 
otherwise it is taken to the nearest rnanTii on carts belonging to cultiva- 
tors themselves. The commission agents charge one pice per rupee from 
the sellers in the mofussil rnandi while in Delhi this charge is paid 
by the purchasers. But the cultivators have to pay the octroi duty. 

’ i^ney-lenders take the produce at cheap rates, say, one pao per rupee. 

1821. 19. Produce is generally taken to the market from the threshing 
door otherwise it is kept in big bags or hofhaa. At the market it ia 
generally kept in bags or on floor. 


D. — Long period loans for agriculture. 

1822. 27. Vide reply to Question 13. 

1623. 28. The average value of land per acre is given below by classes in 
round figures: — 



Price of land 
per acre. 

Value of produce, 
per acre. 


Bm. 

Ks. 

Nahri atul Chahi 

1,000 

100 

Sailabi •< 

500 

60 

Barani 

300 

40 


Value of land is affected by the following factors: — ^ 

* (1) Situation. 

^ (2) Productive Power. 

(3) Income from land. 

(4) Urgency. 

(5) Money in the market. 

18514. 5t9. There are no legal impediments to mortgage of agricultural 
holdings in the Shahdara tract, but in the remaining portion of iht^ 
province the Punjab Alienation of L#and Act is in force and mortgages^ 
to non-agriculturists cannot be made for over 20 years. 

185Wi. W. and banias chiefly. 

1826. 87* Agriculturists generally get seed from them and cash also for 
cattle and other necessities. 

1827. IS* Vide reply to Question 2. 

Balhshi Pitkdi Das. 
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Oral tviadnci. 

ri 829 . Chairman : You have been the Revenue Extra Assistant Com- 
mussioner here since May last ? — Yes. 

1630. You say in your inemoranduiu that the average cultivated 
'*area per holding varies from 4 acres in the Khandrat < ircle to 15 acres 
in the Shahdara circle Why is this difference ? — Khandrat is well- 
irrigated area. Shahdara tract is on the other side of the river. 

1831. Therefore the holdings are larger in Shahdara ? — Yes: Khandrat 
is well irrigated area. I have stated in the memorandum that of tho 
cultivated area, 09,534 acres are irrigated, of nhich 43.28.3 acres receive 
hrigation from canals and 26,251 from wells. The total area of the 
Khandrat circle is 11,959 acres of which 3,945 acres are rhahi and 
'2,786 acres is nahn. This area is close to the Delhi town and so the 
riioldings are small. 

1P32. Has the Punjab *Alieiiation of Land Act been applied to the 
whole Province? — It has been applied to the Shahdara tract, but the 
tribes have not been notified as yet. 

1833. You have been here in this Province for five years, and nine 
months. Can you say from your experience which is the driest part 
of this Province? — I should say Kohi and Dabar. 

1834. What is the state of holdings there?— I have given the figures 
.in the statement attached to my memorandum under the head ^'assess- 
ment circles and holdings’’. The number of proprietors’ holdings is 
25,898 and that of cultivators’ holdings 93,176. 

1835. Do you think there is any further demand for e\'paJ;8ion of credit 
facilities ? — In times of distress of course there is demanii. 

1836. But not in normal times? — I don’t think there is much demand 
in iiormal times. 

1.837. Not for agricultural jiurposes even? — Leaving aside the takavi 
gi’ants and loans from oo operative banks. I don’t think there is 
demand for further facilities. I have in view only two things, the 
inipro'cment of land and tho marketing of produce. 

1838. What do you think of the general condition of agricultural 
•classes in this Province? — They are not in good condition, because 
there has been failure of crops, 

1839. Are they thriftless ? — I don’t think so. Of course there are 
certain exceptions, but generally they are not thriftless. 

1840. Don’t they spend too much on marriages and funerals? — Of 
course sometimes they do, but their means are limited and generally 
they are cautions^ about these expenses. 

1841. Is the drinking habit common? — No. 

1842. Do you think canal irrigation can be extended in this Province? 
— Only m very small tracts. I have just m».*ntioned that in my replies. 
There is only a small area for irrigation ju.st adjoining Bangar tract, 
hut I don’t know if water can be spared for this tract. 

1843. In a cycle of 5 years how many years are good, bad and in- 
<lifferent ? have given . some figures about suspensions, and 

fiakhshi Pin/li Das. 
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these will disclose the number of such years (rir/r para* 1T98). 

1644. So the years 1918 and 1928 were bad jears?— Yes. 

1845. Have you got the figures for the intervening ten years Yes, 
1 have got these figures, but not here. 

1846 . Will you kindly send them on to us ? — I will send these figures. 

1847 . Which of the tribes in this Province you think are good culti- 
vators and which are slothful, la*y and altogether bad agrioulturistof 

- Sain in are the best and then come Jats. 

1848. Don’t you think that the Land Alienation Act in any way en- 
courages eonstitutionaily lazy i>eople in neglecting iheir holdings ( 
1 don t think so. 

1849. You have spoken of time limit for mortgage.H. Will you kindly 
explain your idea / My idea is, that non-agriculturists lannot take 
land on mortgage for more than 20 years, and there is no 
reason why the agriculturists should be allowed to have land for more 
than 20 years. If the time limit is fixed, the land would be free in 
the case of agriculturists as well as non-agnculturists. 

1850. Prof, ChubJani : Mr. Pindi Das have you been very long in this 
Province ? — No: 1 have been here for the last 8 or 9 months. 1 have 
seen only one (• i n/ft wa t i, i.e., Khnrif 1929. 

1851. So your statements are based not on personal knowledge, but on 
revenue papers / — The first para. »f my note would disclose that. I 
have already said that 1 took over charge in May last and that my 
knowledge is based on summarv cnciuirics and revenue j)aper8. 

1852. Then what you say regarding the actual rates of interest is nob 
based unon youi' personai kmcwledge ? — No, but on the summary en 
quirics that I made. 

1853 You eaimot on the basis of those summary cnfiuiries tell us as 
to what the actually realised rates of interest arc as distinguished 
from the stipulated rates of interest ? — Of course, I have not seen any 
documentary evidence, but I believed the persons whotn I consulted 
during the course of the summary enquiries. 

1854. Did you draw the attention of the persons, whom you consulted 
to the fact tliat it is quite one thing t») ftipulate a pariciilar rate of 
interest and quite another to recover that rate right up to the. 
point of sale in execution of a decree? — No, I cannot say that: I have 
not made enquiries regarding that 

1855. In your summary enquiries .you have never heard general com- 
plaints about recoveries? (ienerally they cannot make full rec-overies. 

1856. You have given us some idea of what is called the Pahti system. 
Can’t you tell us the extent to which this sysUmi is prevalent in the 
villages? — The extent is given in my '*ep)y. It is only taken by 
ffujarH and menials and small proprietors and also by people engaged 
in small industries. 

1857. Is this based upon vr n* personal knowledge ?— rerM>nnI knowledge 

is to this extent that 1 have consulted the persons who take 
loans on that system. ^ 

1856. What is the extent to which this syatern, as compared to other 
systems of credit, is prevalent ?— Not very appreciable. 
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1S59. In your liiasiorandum ^you have told us that the cultivated area^ 
i» gif^n on lease and. is mostly cultivated by sub-tenants under the 
lessees ? — That is with regard to Ciovenunent lands. 

3860. Can you tell us exactly how far it pays to the sub-lessee t<y 
take such land under the batai conditions ? — As to other tenants, 

, 1661. You say that the Government lessee does not cultivate himself, 
but he sublets it on lease, on the batai system, either on the baisis 
of one fourth or one half. Have you ever ti^ed to |nd out what 
the actual average of the sub-tenants’ annual net earniifig "*1 b f — ^As in 
the ease of other tenants; there is no difference. 

,1862. In the case of a sub-tenant do you find that it pays the cultivator- 
.tenant better to get a sub lease than to become a labourer on the 
land I do not understand the question. My difficulty is about the 
kind of labour. 

1863. Instead of taking the land lease on the batai system a man has 
^ get the optipn of becoming a labourer ? — I don’t understand how a 
tenant instead of having the land on the batai system can became a 
labourer. 

18S4. What I am trying to find out is this. Delhi is a big city and 

here people come from villages at a distance of 10 or 12 miles. They can 

go to the city and get employment there or they can also work in the 
rural afeas purefy as labourers on cash wages ? — To do what work ? 

1865. Of cutting the crop and sowing the crop ? — I am not aware of 
that. 

1866. Bu< surely an ordinary labourer, if he comes to the city, can get 

work here. Have you tried to find out whether by cultivating th# 

land under batai system the man gets more or less than what he 

would get by becoming a labourer in the city? — I have not tried to 
find out that. It all depends upon the circumstances. People are 
now practically leaving villages and coining to towns 

1867. Apart from other attractions of the city, does the man who 
cultivates under the batai system get more than what he would get 
by labour in the city V —1 cannot answer that question. 

1868. How much can he cultivate himself without taking in outside 
labour ? — He cun cultivate 20 acres, but ho gets the produce of only 
10 acres. There is a difference in produce from \illage to village and 
from plough to plough. 

1869. Supposing that an average holding (i.e.y what you consider an 
average bolding) is let out to him on lease in its fragmented condi- 
tion, will he (the tenant) get more or less on an average holding thw 
what he would if he became a labourer ? — I cannot compare the two- 
There are different sizes of holdings in different areas, 

1870. Chairman : I will explain the question. Supposing a man takes 

on lease a piece of land, say 5 acres, from someb^y; for cultivating 
those p acres of land he will have to pay cash rent or batai to the 
iwmer and take the balance for himself. Will that balance of income 
ftom the cultivation of that bit of land be, in your opinion, equal to 
the amount that he is likely to get as wages if he remained in'the city 
as labourer ? -If a tenant has got one plongh, in that case I the 

labourer would get more. 

Bakh$hi Pin/ii Das, 
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Prof. Chablani: You say in your m^orandum ^lAiat the ayerafe 
Wltivat^d i^rtu per holding varies from 4 acrea to 15 acre^ %hile 
from the last Settlement Report I notice that the average holding there 
is put down as just under '2 acres ] — That is tenants’ holding and this 
is proprietory lK)lding. 

1872. You talking here of the proprietory holdings T — Yes, iheie i8 
:a statement attach ed to the tucniorandum \\hich gixeR the assessment 
circles and the hoJdiogs. 

1873. In oy^et words, \ou mean that the average pr(»prietory holding is 
very much larger than the average tenant’s holding 1 - Yes. 

1874. Y*oii have also given ns a table show -ng the name of the circle 
and the name of transactions, etc., etc. ! — No, that is a minor int, it 
ip> the name of the circle and the unmhtr of transactions Tne figure 
2,777 against llie Banga circle is the number, of rnor^agt^. The 
figure represents the number (»f mortgaged hofdings. This is the 
number of trraisact’ons of mortgage.s to agriculturists. 

1875. It has nothing to do w ith the area The area is ftc‘parately 

given. %. 

>■ 

1878 You have given certain figures of redemjitioii as well as of mort- 
gage money for 1928 *25*. Will you kindly look carefully at these figures I 
It appears that the prof^oriion of the area redeemed to the area 
moilgaged is 7 : 9, w hile the proportion of the redemption money to 
mortgage inonev aj^pears to be 3* 5. (’an >ou explain this ^ Does 
it mean that more or less costly land is being mortgaged than the 
land rcdeeim^d I have not made enquiries about this question, but 
J gather that in some cases the area redeemed is agaui mortgaged for 
a higher sum. Supposing a land was first mortgsged for lls. 5(K) ; after 
redemption it is again mortgaged for Rs. 700. It may be mf)itgag'*d 
to the same |)(‘rson or to some other person ; I canuoi say definitely, 
but this is what sometimes happens. 

1877. I suppose you have also got the statement which the Delhi 
Administration has supplied to u» showing the mortgages and 
redemptions from 1912 onwards? — I have not got that statement. (The 
Secretary gave witness a copy.) 

1876 In your memorandum, you tell us under the heading mortgages 
to agriculturists and non-agriculturistH’' that :ilt/.igether 21,836 acres 
of land are under mortgage of which 20,398 are cultivatiMl. Will you 
please tell us if this is the amount of existing mortgages up to 
date ? How did you obtain that figure, from which record ^ -I got 
it from /.'// Ittiih. 

1879. Does it give the total existing mortgage? — Yes. Wte revise our 
records quadrenially, and one fourth the number of estates comet 
under revision each year. I have already stated that these figures 
arc not correct figures. I can now give you the correct figures also. 
The differeuce is not very appreciable. The exact figures as worked- 
out by the patwarh are as follows: — 

Total area mortgaged . . . . , . 29,733 acre^. 

Mortgage mon<»y .. .. . .R«. S6,661??) 

1880. Is this up to date ?— Yes. 

18tt* Is il the revised figure according to the system which you have 
described wm ?-~There are at present 380 estates. One-fourth of them 



|he records of 90 estates are revised eaeh ^ear and incorporated 
in tfie revenue records; 90 this year, 90 next year and so on. The 
revised figures are incorporated in the lal hitah. 

1882. But three fourths of these figures then will not tally with the- 
ft gures which I shall get from the village book ? — I have now given 
you the figures. 

1883. These figures are more correct than those which you could get 
from the headquarters of the tehsil ? — Exactly. 

1884. Can you find from the village books as to what the amount of 
the mortgage money was at the time of the last settlement? — ^We can 
find the amount from the records about area. 

1BB5. If you wish to compare these figures with the last settlement 
figures ? — It will have to be worked out then. I can supply these 
figures, if you like. 

1BB6. When supplying these figures, kindly give the figures for 
Bhahdara where the Land Alienation Act is in force and the other 
areas separately ?— Very well. 

1887. W^ill you kindly look at the figures in the statement supplied by 
the Delhi Administration, I notice certain peculiar facts. The total 
area mortgaged from 1912 to 1928 is only 39,864 acres while the total 
area redeem^ is 43,409 acres; Lc., the area redeemed is greater than 
the area mortgaged? — 1 have not followed your f|uestion. 

1888. I have added the annual figures and I find that the total area 
mortgaged is 39,864 acres, of which 8,518 is irrigated, 29,214 unirri- 
gnted; and tne mortgage money is Tls. 00,93,786. The area redeemed 
is 43,409 acres; the irrigated area redeemed is 9,136 acres and the 
nnirrigated area redeemed is 29,315 acres, and the mortgage money 
repaid is Rs. 42,29,248. These are the relevant figures. Now I want you 
to correct me, if you find that my interpretation is wrong. The area re- 
deemed is 43,409 acres and the area mortgaged is 39,864 acres; so the- 
area redeemed is greater tfhan the area mortgaged ?— The same area 
may have been mortgaged and the same may have been redeemed. 
Wliat is your point? 

1889. On the basis of these figures redempiions are greater than the 
mortgages and yet the amount of money paid in discharge of mortgages 
is lower than the mortgage money paid for mortgaged land ? — That 
depends upon the quantity of land. 

1890. If you turn to the figures again, you find that the irrigated 
area redeemed is greater than the irrigated area mortgaged? — ^Yes. 

1891. W^hich means that so far as quality is concerned, your explana- 
tion would not hold good ? — I cannot fix the values, because the 
nmrtgage money is not worked out on any average. 

1892. May I suggest to you a possible explanation; it is that people 
are discharging their debts on almost 2/3rd mortgage debt? — I don^t 
think so. Now I understand the question. The mortgage money 
remains the same at the time of redemption ; Le. , the money which was 
shown at the time of the original mortgage is requoted at the time 
of redemption. The same amount is shown at the time of both the 
mutations. 

1893. Is not the mortgaged area redeemed both of irrigated and un- 
irrigated land in every detail greater than the area mortgaged — Ik 

Bakhshi Pinffi Das, 
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may b6> but I may tell you that one acre of land near Delhi e<|uat 
t<> acres of the outside land. 

1894. You don't suggest that for 17 years it was only the land near 
Delhi which waa l^ing mortgaged I — ^Aa Revenue Extra Assistant 
(’ommissioner, 1 can say on the authority of my experience that the 
mortgage money entered in the records is ihe same in cases of both' 
montgage and redemption. 

1895. If your contention is eorre<*t then how do you acctnint for this 
difference ? — I cannot tell you at present Possibly the statement may 
be WTong, but whnt I can say is that the mortgage money remains 
the same at the time of l)oth the mutations of mortgage and redemp- 
tion. The patwari will simply say in the mutation that so much mort* 
gage debt was discharged. I cannot say whether the total of this state- 
ment is right or wrong. Yon mav draw nnv inference you like. I 
cannot say anything about this statement unless I make enquiries 
myself. 

Iv896. ('huif : If you have any other means of getting at the correct 
figures will you kindly make further enquiries and let us have the' 
pioper explanation of these figures ? — Yes, 1 will. 

]897. Priif. Chahlntii : You have given us the average value of the* 
larnl as follows : — 


Nahri 

Cfiahi 

*^ailahi 

Barntn 


Ks. 

K0(*0 fxji acre. 


Will you kindly tell us what these figures are based on ? — T have 
eonsulted iny records. Thest^ rates are liased on official records and 
< n the local enquiries made b^v me, hut the.se rates are rather high. 

18a8. Are these figures based on \onr summary enquiries only or do 
you think that these are the actual sale values? — These are based upon 
the sales as recorded in our books. 

'<899. Have you taken the average of five years in working out these 
figures ? — I have gone through the records and I have taken the latest 
figures. These figures relate to the year 1927 28 and 1 find that the 
figures for 1928 29 were also the same. 

1900. These figure.s arc then based on a<'tual sales of the year 1927-28? 
— You may take it like that I have consulted the official records as 
well as the *|)eo}>lc of the ihff/ft. 

1991. You say that these were also the figures for 1928-29 ?-~RoughIy. 

1902. Your values then are supported by the actual recorded sale 

values?— Ves, roughly. You may have noted that these rates at<r 

rather high. 

1903. But you say that these are based on the actual sales? — I have 

taken round figures. If the amount is above Ils. 60, I might have 

taken it to be Rs. 100, but if you want the exact figures, I shall 

supply the same. 

19(14. Will you also give us the corresponding figures at the time of 
the last settlement ?— I think ihe Settlemeiit Report contains sora 
remarks about this I will try to let you have these figures as well. 
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1905. You have efttimaied the mortgage mont^y of the total area 
under mortgag^%t 40 lakhs? — But here the rates given are based cn 
rent. 

1906. In this agtimate it appears you have taken into account only 
mortgages with possession; you say there ‘ the figures for 1928>29 
«how that 2,753 acres of land of which 2,601 acres are cultivated, were 
mortgaged with possesaion* ’ ? — ^Apart from the mortgages with 
possesaion there are mortgages without possession and accord- 
ing to the figures that I have since received 1,321 acres are mortgaged 
without possession for Rs. 11,47,399. 

1007. Will you pass on these figures "to me ? — Yes, but in one case you 
will find that 111 acres in the Khadar tract have been mortgaged 
for Rs. 1,39,208, and that big item spoilt the average. 

1908. The mortgages without possession are different from the mort- 
gages with possession and yet you assume in your estimate that the 
total area mortgaged is mortgaged with possession ? — No. 

1909. Have you given us the total area under mortgage without 
possession ? — According to the figures the total existing area up to 
date under mortgage without possession is 1,321 acres as detailed 
below : — 


Chahi 

Chahi-Nah'iH 

Nahri 

Abi 

Sailabi « • 
Bar uni 



. . 

137 aoi 



12 , 


.. 

235 , 

«> 

;; 

• » , . 

34 , 

, , 

. . 

001 


The mortgage money is Rs. 11,47,339; but the figures are given by 
circles. 

1910, But the Delhi Administration has not given us the figures for 

montgages without possession. Are these figures not available there 1 
— They are available from the pez/wv/z/s and not at the or Saddar 

headquarters. 

1911, If you turn to your figUres for redemptions of mcHgages, these 
redemptions obviously refer to mortgages with possession; so the 
figures for redemption of mortgages without possession have to be 
taken into account are different ? — 1 have collected mortgage figures 
lor mortgages without possession and not for redemption money of 
mortg:age8 without possesaion, 

1912, Surely redemptions are equally important if not more ? — I thought 
you only wanted to know how much land was mortgaged. Net mort- 
gages and not gross. 

1912a. Have vou compared these figures with the settlement figures ? — 
No. 

1M3. If you take the settlement figures of the total existing mortgages 
and add the annual mortgages without poss€^&sion and with possession 
minus redemptions, you will find that the total very often does not 
tally with the total existing mortgages given by you ^—The total does 
not tally because we have not got the exact figures at headquarters. 
These figures are worked out quadrenially for only one-fourth of the 
and these new figures are incorporated in the sta^tical 
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Ireo'ords; so we caimot have the exaet figures. I got the present infor- 
mation from the pat wart. This is more reliable and exact. 

1914. Have the redemptions been taken into consideration when 
working out these figures ? — Yes. 

1916. Your calculation is open to one other objection uidess either the 
land mortga.ged in 1928 was e.xcepa<»nally good or the land values in 
1928 were exceptionally higher? -May be. 

1916. 1 find that the mortgage value of land per acre in 1928 was 
Ra, 198, while in previous years it was not even Rs. 50 ? — Yes. 

1017. Please turn to your memor u dum again. There you have esti- 
mated the debt at one crore of rupees and the total value of the land 
as Its. 11,72,81,800, and you consider these figures as appalling I — Yes. 

1918. Now would you call the <leht of a man living in urban areas 
‘^appalling” if he owms a property worth Its. 22,000 and has a debt of 
only Rs. 2.000 ? — This needs an explanation I call these figures 
appalling with reference to the resources of the agricultunists and also 
in regard to the seasonal fluctuations. For instance, during the last 
four harvest zamttu/ars have not got anything to '^pare. 

1919. I am not just now' concerned with all that. I am only asking 
you this plain and simple question. If a man living in a city had 
properties worth Rs. 22,000 and ow'ed a debt of Rs. 2,000, would you 
consider h'S condition as 'appalling’’? — T cannot say ‘ye^’ or ‘no’ to 
that question. I say, if other things are normal then it cannot be 
considered appalling. 

1920. Ordinarily, you know' in the business world a man’s position 
financially is judged by his property ? — Yes. 

1921. If an agriculturist of the average status explained wishes to get 
rid of his del>t he ha.s only to .sell off 1/llth of his property and the 
whole debt will la* wiped out. Is that not so? — That is true but if he 
goes on doing like this in about 20 years he will have to i)art with his 
whole land. 

1922. If^he wants to get rid of his total existing debt he has only to 
sell less than a tithe of his land and be freed from his debtl—Yes. 

1923. If therefore he sticks to Irs land in spite of all fluctuations in his 
annual income from it, it must be a business proposition for him? — 
Yes, 

1924. I/nder the title 'conclusions” in your written nieniorandum you 
say "Roughly the total value of the whole of the rural area amounts 
to about 12 crores of rupees. The total debt for this area amounts to 
about one crore of rupees and the annual value to about ,'>0 lakhs of 
rupees”. What do you mean by the expression "annual value” ? Do 
you mean gross yield or the net yield ?~-It includes the landlord’s 
share as well as tin* Government’s share. In fac^t it is twice the rent 
and nothing moi<‘. 

1925. What about the tenant’s share then ? — When he pays renf hi ke^*ps 
his own share to himself. 

1926. According to you the gross yield of the land, including the cost 
of labour and other working expenses, is 4 per cent. ?™l hope you have 
worked out the percentage from the figures that I have given you. 

1927. And so only 2 per cent, will remain ag the cultivating tenant’s 
share as his remuneration ai d cost of cultivation? — I think »o. 

19*28. And the land-lord will get only 2 per cent, interest on his invest- 
ment ? — Yes. 
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1929. Considering the state of the agriculturists do you consider 
whether such an investment is profitable for land-lords? — 1 have already 
explained that this District entirely depends on rains. 

1930. Whatever the reasons may be^ would you as a business man 
approve of an investment which yields only 2 per cent, interest when 
the Government of India gives you 6 per cent, on their loans? — But it 
is a permanent investment. 

1931. But you agree that if the money is invested in Government secur- 
ities it will yield permanently a return 3 times more ? — But that cannot 
be helped. 

1932. Don^t you consider that nn investment habit that gives people 
only 2 per cent, interest when the market yields 6^ per cent, is un-e<y>- 
noinic and undesirable in the interests of the country ? — You can C^i 
it nn-econornic but it is not undesirable. As explained in Chapter^2.hf 
the Punjab Land Administration Manual, paragraph 7, Govermiwllt 
has a political advantage. (WitNtsH f/egan to rtuJ the portion con 
if rued). 

1933. I am not discussing the political advantage or otherwise, I am* 
talking only of economic advantage 

1034. Chairman : What Professor Chablani wants to kno'w is whether it 
is economically undesirable ? — I agree it is economically unsound. 

1935. Prof. Chablani : You say in answer to question 1 ‘‘this is a dis~ 
trict of small holdings and the number of persons owning more than lOO 
acres each is sinall”. Is it not possible for you to give exact figuers ? — 
No. 

1930. You can’t even give us a rough idea? — I can’t give any rough 
estimate. If necessary I can find out details. 

1937. Was it not done at the last settlement? — No. 

1938. Later on you say “I would take the following areas as forming 

economic holdings for families of 5 or 6 members: nahri 12 acres and 
harani 26 acres”. — Yes. # 

1939. For a family of 5 or 6 members you consider 12 acres of nahri 
land to be an economic holding? — Yes. 

1040. According to you this means a rental of. Rs. 300 and a gross yield 
of Rs. 600? — Yes. 

1941. What will be the land revenue on 12 acres of nahri land ? — It will 
be about Rs. 40 to Rs. 60. 

1942. Therefore Rs. 600 7ninus Rs. 40 will make it Rs. 560 and this 
amount you consider^ as sufficient for a family consisting of 5 or 6 
luembers ? — Yes. 

1943. Then, you consider 12 acres as sufficient in the case of a proprie- 
tory holding ? — Yes. 

1944. In case he does not cultivate the land himself but gives it to a 
tenant for cultivation it must l>e 24 acres of nahri land, is it not? — Yes. 

1945. But in the case of harani land the yield according to you wilL be 
only about Rs. 250 and that being so how would Rs. 250 minus land 
revenue suffice for that family consisting of 5 or 6 members? — Nafvti 
land yields income every year but harani land does not yield income 
every year. 

7946. So it means either that rent is not the true index of the income of 
the land or that 25 acres of harani land is not an economic holding?— 

I should think 26 acres of harani land is enough. 
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1947. L, Bnl Kishen : Don't you think in the ease of har^nii land n 
minimum eoonomic holding shouki he. 50 acres instead of 25 acres if 12 
acres of rahri land is an economic holding ? — In the casse of nuAri land 
tte peasant cultivator has to spend more than in bamfii areas. 

1948. Pro/. Chahlatn : May I put it to you that your two suggestions 
are inconsistent? In the case of 12 acres of nuAn land his net yield is 
Bs. 560 mini^ the cost of cultivation ? — Yes, 

1949. But if he cultivates ha rani land then he must also get Hs, 660 to 
maintain a normal family ? — Yes. I have accepted the theory of the 
Settlement Offic-er that the income from tmhri laud is douljle that of 
harani land. 

]950. Chairman : Don't you think that you have estimated rather 
generously in the case of nahri land in your cHtimiite of an economic 
l^oldiDg ? - At each harvest time incidence of land revenue per acre is 
^< 3 g*ked out and in doing so nahri is reduced to harant] by multiplying 
ii ny two. 

1951. Prof. Chahlani : What I am suggesting to you is that if the figures 
of economic holding of nahri land* is 12 atrres it cannot be 25 acres for 
hiwani land if your figures for rent and gross yield are correct ? — ! can 
only explain to you how we have arrived at this estimati'. 

1952, Chairman ; Will you kindly enquire further into the matter and 
let us have your considered views in regard to this matter of an econo- 
mic holding for nahri and harani land ? — I sliall endeavour to do so. 

1953, Prof, Chahlani \ Considering the vicissitudes of rainfall one acre 
of harani land will on an average yield only as much as half an acre of 
mihri land ? — Yes. 

1954. Therefore in determining the average yield of harani land you 
should not take the produce of a good year of harani land as your 
basis ? — No. 

1965. In order to find out the size of ah economic holding you will have 
to multiply your figures of 26 acres harani land by a multiple that 
makes proper allowance for failure in some years?— Yes. 

1956. So then the figure for an economic holding of harani land should 
be much more ? T agree, but I have not work<*d out the figures on that 
basis. 

1957. The ol)ject of the Land Alienation Act is that the Lind should 
remain in the hands of the agricultural tribes ? Yes. 

1958. Then so far as the Delhi Province is concerned nothing more can 
be done. Because even according to you out of a total of 20,389 acres 
of cultivated land under mortgage only 2,862 acres have been mortgaged 
to non-agriculturist.s out of which only 2,549 acres are cultivated by 
them ! — Yes. 

1959. 8o including Shahdara, practically the whole land is with the 
agriculturists ? — Yes. 

1960. And so far as the object of the Land Alienation Act is eone<>rned 
which is against the transfer of land to the non-agriculturists, the 
object has been completely accomplished here ?-~Yes. 

1961. One of the hopes raised by the passing of the Land Alienation Act 
was that an agriculturist will not borrow' more than his resources. Is 
it not so ? — That was not the idea. 

1962. If pne of the objec of the Land Alienation Act was to restrict 
borrowing of the agriculturists beyond their capacity, that hope has not 
been realised ? — No extent or limit to the borrowing by agriculturists is 
mentioned in the Act. 
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1963. Has that hope been fulfilled since the Land Alienation Act was 
passed ? Why not ? — Had the Act not been in force the agriculturist 
would have borrowed more. 

1964. I want to know what the actual facts have been and not what they 
might have been 1 — I cannot say about one without the other. 

1965. Has the extent of the agriculturists' borrowing become less than 
what it was before the passing of the Land Alienation Act? — How can 
I say that ?. 

1966. Even with the existing restrictions as imposed by the Punjab 
Land Alienation Act has the agriculturist been able to save himself 
from the heavy burden of debt?— Yes^ to a great extent, 

1967. How ? — You may draw your own conclusions. I have given you 
the figures. 

1968. You yourself admit that his debt is beyond his income. If the" 
repayment of his debt is beyond his income you cannot say that the 
Land Alienation Act hns saved him from that position ? — I might say 
it has saved the agriculturist to a great extent. 

(T/ie examination of the witness was not concluded when tht> 
Committee rose for the day. The witness was further examined on 
the 27th Fehmiary 19S0.) 
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Thursday, the 27th February 1930. 

NEW DELHI. 

Present. 

Khan Bahadur Diwan Abdul {('/inirtnan). 

Professor H. L. Chablani. M.A. I Rai Sahib Kanwar Moti Lal. 

Lala Bal Kishkn. | Lala Shri Ram {Co>op(ed 

Mr. V. S. Marballi, (Serrefnrt/), 

BAKHSHI PINDl DAS, B.A., Revenue Extra AttUlent 

Commissioner, Delhi. 

Orel Evidtnes — concluded. 

1969. I would like to explain the point raised by Professor 
Chablani yesterday as to what should lie eonsidered an ecoiunuii* bold 
ing in the case of nahri land and what in the case of hunutf land, (hi 
page 17 of appendices to the last Settlement Report it is clearly stated 
as follows: — “The produce estimates prepared for the assessment re 
ports show that the cash rate per acre of (rops (of owners rent or the 
Government share) is as a rule almost exactly double on irrigated land 
of w hat it is on un-irrigated. For the puq) 06 er of these columns there 
fore the irrigated area (rop is multiplied "2 and added to the un- 
iingated area and the total is divided into the demand to obtain the 
barani unit crop pata.^* 

1970. Prof. Chablani: What I wanted to get at was whether the calcula- 
tions made in the preparation of statistics in the Settlement Report 
were correct You may draw your own conclusions l)ut I have placed 
before you facts as they are. My statements are based on the Settle- 
ment Officer’s report and from other local erupiiries. 

1971. Chairman : Then may we take it that you have verified these 
figures from your personal enquiries? Yes. 

1972. Lala Shri Itani : Mr. Pindi Das, you nnist be definite in what- 
ever you say. Either you must take the responsibility on yourself for 
all that you say and the figures that you give us or you inuHl absolve 
yourself frem all personal responsibility I — I am saying everything 
definitely trom my own personal enquiries. I think 12 acres of irri- 
gated {nahri) land and 26 acres of iinirrigated {hartnii) land would be 
enough for an economic holding. 

1973. I^rof. Chablani : Have you enquired and found out what the net 

yield of 12 acres of nahri land and 25 acres of barani land have 

not made any personal enquiries. 

1974. So your statement is based on general impre.ssions and not based 
on definite enquiries or information ?— That is based on the Settlement 
Ofiioer’s report. 

1976. But then you have given us two sets of figures in your own 
memorandum. Which of them are we to take as correct? -I have 
already explained my position. 

1976. In answer to questio.M 1 you say “At times zatnmdai^ mortgage 
their land to pay off old debts. Ornaments and other such like articles 
are pawned generally in times of distress when money cannot be hod 
even on the security of land/' This means that the security of land is 
considered less than that of ornaments, is it not ? — That only shows 
tiiat money is more readily available on the security of ornaments. 
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1977. Which means that the security of land is considered of less im- 
portance than that of ornaments ? — Yes. 

1978. And you agree that anything that weakens that security of the 
land must he considered to be an evil from the v)oint of view of agricul- 
turists ? — I will call it only misfortune. 

1979. Why do you call it a misfortune ? — If it is misfortune it is one 
that can be prevented by a change in the public policy of Government. 
Anything that weakens the security of the agriculturist owner of 
land and drives him to borrow on ornaments is undesirable ?— Yes. 

1981. Anvthing that restricts the market of anything lowers its value ?- 
Yes. 

1982. Restricting the market for land under the Land Alienation Act 
will thejcfore lower the value of the seenn ity of land ! — Yes. 

1983. Dealin.g with the condition of the zawin<hirs you have detailed 
their present miserable lot and say that they have no vocation to fall 
back upon in times of scarcity, cannot resist temptation of taking loans 
on occasions of marriage, deaths, etc., and have no means to repay 
the debt except from the prcxluce of their land which can hardly 
suffice to keep them going. And you add. ‘^He is loath to work f.s a 
labourer on works not agricultural, and would rather resort to bor- 
row money than try to find some industry to support him ? — Yes. 

1984. May I ask whether it is in the public interests or in the interests 
of the community as a whole that such men of this character should be 
saved from the consequences of economic pressure ? — Certainly they 
should be freed from distress. 

1985. How will you do it? -1 think their character should be improved. 

1986. Any Jaw that tends to keep them on land or stick to land increases 
their aversion to work as labourer on work not agricultural ? — That 
depends on education. 

1987. Apart from the fact that such legislation increases their disincli- 
nation to change their vocation to an industiial pursuit, does it not also 
encourage tendency to reckless borrowing because whatever be their 
extravagance their land cannot be touched ? — But that is due to illi- 
teracy, and if the causes for the present illiteracy are removed thien 
he will improve. 

1988. Which surely does not mean that there should he direct enc^ourage- 
ment from the State to him to stick to his present tendencies ? — But 
that is the policy of the Government. 

1989. If such a policy is adopted as w’ould, instead of forcing these 
p^iopJe to give up these ways, encourage them to persist in these w^ays 
that would be an undesirable feature ? — I ciordt say that anybody 
should encourage these tendencies, 

1990. You say that: ‘^Takavi is freely resorted to and is freely given^\ 
If that is so why should people borrow freely from co-operative societies 
and mahajafh^i ‘I — I think I have already answered that question in my 
memorandum. Takain is only given for agricultural improvements and 
not for unproductive purposes such as marriage and other social events 
and tjjat is the reason why the agriculturists go to other sources for 
their needs. 

1991. You know Government gives takavi under the Land Improvement 
Loans Act and the Agriculturists Loans Act? — Yes. 

1992. Then for the purposes for which Takavi is given by Government 
there should be no need for the agriculturist to approach any other 
agency for his loan requirements? — I agree. 
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Thi n how is it that the co-operativo soi'iiM ies give the bulk of 
"tlieir loans for these very purposes? — 1 have no information on that.’ 
I have not studied that question. 

1994. On what is your opinion based when you say that the (akari loans 
are freely borrowed t Agriculturists are anxious to get loans from 
*Oovernment. 

1995. Are the figures given out as tnkfu i siibsiautial on the basis of your 
estimate? — I have given the figures in answer to (piestion 13 

1996. You think, compared to the needs of agriculture for land improve- 
ment and agriculturists’ loans, the figures you have supplied us are 
substantial?— I should think so. 

1997. You have told us that “In times of drought the Kohi and the 
Dabar tracts suffer most. The people of the latter circle have no voca- 
tion to fall hack upon in times of distress” and you say that suspen 
aions of land revenue are made ? — Yes. 

1998. If the condition of the agriculturist is so liad that in nearly 7 out 

of 10 years there is diiought and revenue has to Ik* suspended don’t you 
think that no facilities of credit however great can possibly prove 
sufficient for such people ? 1 agree. 

1999. Their problem or distress is incest ly due to failure* i»f lains 
and persistent failure of monsoon ? Yes. 

2000. Until thesi* ecouomie conditions are iinpjoved there lau be u<» 
security on which lianks can advance money to sueh peojile ( — The 
security of land is there. 

2001. Can any amount of credit facilities prove a remedy for smh a 
state of affairs? — Borrowing without t'amiug is no remedy. 

2002. Then one possible remedy would be to produce such a condition of 
affai]*s that will increase the productivity of land ?— Y^<*s. 

2003. The smaller the holdings are the less the possibility of increasing 
the productivity of land ? —That depends upon circumstamas. 

2004. I am putting to you a genera) projiosition ? 1 agree. 

2005. One possible way to get out of the difficulty is that the lands 
might be sold to people w lio have got capital enough to have a block 
of land in one place ! — Yes, other things being equal, 1 arn in favour of 
that idea. 

2006. And anything that brings capital and brains to Ik^ investetl on 
land will increase the productivity of land ? Yes w ith skilled labour 
in addition. 

2007. question does not deal with labour at all. Don’t you think 
that skilled laliour will be always available when there is no dearth of 
capital ? — Yes, it will l>e available. 

2008. You have suggested that if possible “(Government should provide 
tube wells at their own expense and charge water rate as is done in the 
case of Jtffhri areas”. Has an estimate ever been made wheth(U' these 
wells could he extended to the different parts of the Province and 
what the cost for the Delhi Province would he ?— No such estimate has 
been arrived at. But since the Deputy Commissioner read my memo- 
randum he has started making enquiries into, the matter. 

2009. You have not yet ohtamed the opinion of an agricultural expert 
with regard to the extension of tube wells in this Province? — No, but 
experts are examining the question now. 

2010. So far as mortgages are concerned you are of opinion ^^that 29 
years' rule should be fixed for all whether agriculturists or not. It may 
have, you say, adverse effect on the security of baram lands, but I thinlc 
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the agriculturists will gain more than what they will lose’V Don't you 
think that by doing this you will be reducing still further the credit 
of the agriculturifit ? — I don't think it will reduce his credit to any 
appreciable extent. 

2011. Will you not be depriving the agriculturist of his best customer 
for these mortgages with possession for more than 20 years, which 
naturally means that he will get less loan than he wants or gets at 
present ?~These people are not willing to part with their land perma- 
nently. 

2012. So you want to pull down the agriculturist and non-agricultur- 
ist creditors to the same level merely on the ground of justice and 
welfare of the agriculturist borrower? — Yes. 

2013. Which means that the mortgage money wil] be reduced and the 
rate of interest will be enhanced ?— It may be. 

2014. Then would you limit these restrictions to an economic holding or 
to more than that ? — It can be noth ways. 

2015. But if you wish to consider an individuaBs welfare alotig with the 
welfare of other people then is there any justification for these restric- 
tions on the alienations of holdings which are more than an economic 
holding? — I should say there is no justification whatever. 

2016. LdJa Bal Kn/un : You have given us interesting figures of the 
land revenue of the area mortgaged with the total land revenue by 
asst‘ssinent circles and you have worked out the percentage of mortgage 
debt with the land revenue of each circle. They vary roughly between^ 
7-5 and 13-5 per cent. What are the reasons for this great difference ? 
Is it due to the character of the mortgagor or different localities? — 
Ordinary zaniitulars depend entirely on agriculture hut in the case of 
an agriculturist they do manual labour also. 

2017. I w^ant to know^ whether it has anything to do with the credit and 
the habit of the persons. In some cases it is 7 per cent, while in others 
it is 13 per cent. ? — 1 quoted these figures just to show whether the 
amounts of mortgage vary with the classes of people. 

2018. Have you any reasons to give for such a variation ? — I have made 
no personal enquiries about that. 

2019. May I know what your experience is about recovery of takavi 

loans and suspensions of jand revenue ? Do you find any difficulty in 
realising ? - Sometimes we have failed to rec*ov€r owing to' 

successive failure of crops. 

2020. Otherwise people are honest and pay up their dues without official 
pressure ? “ Yes. Periods within which takavi should be repaid are 
fixed at the time of issue of advances. Generally there is not much 
difficulty in recovering them except in times of distress. 

2021. You say: '‘Social rules can do much in checking unproductive 
debts, but the most important steps to make the zamindar change the 
present customs and ideas seems to me to be the starting of propagandas 
work." What sort of propaganda have you in view? — I have suggested 
that there should be combined effort on the part of both officials and 
non-officials. 

2022. You are not in favour of any social legislation on this matter? — 
No. 

2023. You say that the majority of Mohammadan zamindars are more* 
in 4ebt than their Hindu brethren. Is there any special reason for it ? — 
I don't know the reasons for that state of affairs. I have not made anjr 
detailed enquiries. 

Bakhnhi Pindi Das, 
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2024. Your conversation shows that more credit facilities are required 
in the Muhammadan area? — No; they have got credit facilities and 
therefore they are more in debt. I think this may l>e due to their 
habits. They are not so thrifty as others. 

2025. Chairman : We shall know more dehnitely from the result of the 
enquiry which the gentleman has promised to make. 

2026. L. Bal Kiahen : Has it come to your experience that any b g 
amount was borrowed by the zamhufars from the Imperial Rank by 
pledging their ornaments? — I don’t know. 

2027. Is it well known in rural areas that the Imperial Bank is advane- 
ing loans now-a-days on the security of ornaments ? — 1 think that it is 
not so well known. 

2028. Is it your experience that the rate of interest mostly de|)emls 
upon the security? — As a matter of fact it is a cjuestion of supply and 
demand. If there are more people to ask for loans, the rate of interest 
will be high. 

2029. When you say that the rate of interest is high because it is a 
question of supply and demand, it means that the supply of capital is 
less in the rural areas? — Why less in rural areas; you have j)ut a gene- 
ral question and I have answered you in general terms, 

2030. When I put the question ^‘does the rate of interest depend upon 
sfH.urity”, you say “No, it depends upon the question of supply and 
demand”, this means that money is less there ?-~I did not say that. 

2031. If the mcaiey ia less, then the rate of interest would be high ?- ! 
don’t follow your question. 

2032. Does the rate of interest, which the borrowers have to pay in 
villages, depend upon the security ?— My answer is that it depends upon 
the question of supply and demand. 

2033. If the capital is Jess, the rate of interest will be high ? — Yes. 

2034. Therefore in your opinion the capital is less in villages I — Why 
is capital les.s in villages. 

2035. You have said at one place that if the 8U})ply of money is less, the 
rate will be high. Now it naturally follows that if the capital or the 
amount to be lent was plentiful in the villages, the rate of interest 
would be low? — Yes; but I have not said that the rate of interest will 
be high, while you presume that I have said that the rate of interest 
will be high. 

2036. 1 don't presume, but it follow.s from what you s7^y. Don’t you 
think th.-ir Hs. 2 per cent, per luemsein or 24 per cent, per annum is 
high ? — Yes, it i.s very high. 

2037. Because it is high, therefore you consider that there is dearth of 
capital in the villages? — I don’t think so. . 

2038. L. Shri Rirni : Either 24 per cent, per annum is high or it is not? 
— It is high. 

2039. As a reason for this high rate of inteiert you have given shorta^ 
of supply, whi(;h means nothing else than shortage of capital?* I quite 
follow the question. Well, theoretically it conies to that, 

2040. L. Bal KUh(ii \ We are exmeerned with actual facts and not with 
theories ?~I have given a theoretical reply. 

2041. Chairman: If you have not thought over this question, you can 
say so? — I have not thought over this question. 
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2043, L, Hal Khht'it ; late of inUo'e^t depends upon security only 

ov not? — It is one of the elements. 

2043. Not one of tlie elements, but the most important element ?— -Yes, 
it is. 

2044. You have estimated the debt due b> the agriculturists at one crore 
and that is rather high. As debt and credit have great relations, it 
means that there is too much credit in the villages, because the dei)t is 
so high ? I think it is a question of com|)ulHion rather; I iiK'an the 
agriculturists have la*en obliged to borrow this debt at high rates during 
times of scarcity; this debt has not i)een incurred b>r invevtmenl pur 
looses. 

2045. What I want to know is that this high amount of debt of the agii- 
culturists is due to too much credit they enjoy in the villages; there 
cannot be debt wihout credit ? ~ In times of distress it is not so easily 
obtainable. 

2046. We are not dealing with times of distres.s, t)ut we have taken the 
w'hole amount just as it at present stands. According to the figures 
worked out by you it is one crore. This is a very high amount for such 
a class of people, and this means that there is too niuch credit in th( 
villages ? — I don’t think there is too much credit in the villages. 

2047. Surely there is too much credit, when [)eople ari; getting money 
easily and people advance money without any thought of its repayment ? 
— They advance against the security of crops. 

2048. But where is the security if the crops fail ? — They de|)eiKl upon 
chances. 

2049. Jf anybody gives the loan and the debt is not upaid, what is 
the value (»f the security? — There is nc» value of the security. 

2050. Debts can be repaid when they haxe got money but when they 
have not got any money how is the debt to be repaid?— They anticipate 
that the crops will be there. 

' 2^51. A shrewd business man wdll never anticipate things; he goes on 
facts? — The Innnas advance against crops, but I don’t know' whether 
they are shrewd or not. 

2052 That is what I say that they are not shrewd and advance loans 
recklessly ? — I am not in a position to answ ci that question. 1 have 
not made any enquiries regarding that. 

2053. Kavwar : How' do you know that the agriculturists now 

-don^t go to the hania for purposes of borrowing? — I cnnie to know^, 
-of it in the course of my enquiries. Ba/tias also told me so. 

2054. How do the agriculturists who are not members of the co-operative 

societies, obtain loar)s ? — They obtain loans from the Jxnrid^. I may tell 
you that in each village the haamA have got their regular Cxistoin^rs, 
who borrow from them, but the are not getting new^ clients now. 

2055. I am asking about the credit facilities available to an agriculturist 
who is not a member of any co-operative society? — In the first place 
there is not a single agriculturist who may not have been indebted to a 
bani(Xy and secondly, I am quite new to this District and I don’t know 
the local conditions thoroughly. 

i056. Supposing an agriculturist is indebted to the Government on 
account of takavi advance, to the co-operative society and to the hania 
respectively, who will have precedence in the matter of recovery accord- 
ing to the rules ? — Everybody would try to take the first opportunity. 

Balksht Findi Das, 



^057. Who is entitled to make the recovery aaording to the riilen laid 
down by Oovernnient ? — (iov ernment has the precvde!\ce. 

2058. You mean to say that Government have the riicht to revover 
before the other two; then the eo«operative stwiety and then the money - 
lender ?- Yes, but nobody prohibits the nn»!U‘\ lender from reeovering 
his debt. 

2059. If the moneylender ceases to do money lending in the villages, can 
the agriculturists carry on without him ? — It would be a hard task 
for them. 

{Tfu withd I ( iv). 


MR. BAHADUR SINGH, M«ml>€r, District Boards Delhi. 
(Free Translation from Urdu) 
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2061. In villages the rnte of interest (barged by money-lend<‘rs on loans 
advanced in cash or in kind, ranges between 12 to 1>> i>ei‘ cent, per 
.annum. The rate of interest charged by bduian is between 18 to 24 
per cent, per annum. The loans advancc'd against oinamonts also 
carry this ralf’ c f inlei est. Idir debt borr )\ved agamsr the hypothe- 
cation of land (iurics interest at the rate cjf 0 to 12 per cent, per 
annum. Both the agriculturist moneylender and the non agriculturist 
moneylender settle up ae(*ount8 every year and recover, at any rate, 
the amount of interest. In the event of i.oii recovery the interest if 
added to the nrincipal. In the case of both kirids of transactions the 
Cl Wit process is adopted in calculating interest. To multiply the prin- 
cipal by the period is called the ank process. Thereaher interest 
is calculated on the (uika according to the agreed rate of interest 
This is the correct and proper procedure, and in this way the correct 
figure is arrived at. In the case of non agriculturist nu inyvlender the 
major portion of the debt consists of Joans advanced in kind on whi(‘h 
mtes higher than the market rate are charged. The third party having 
money dealings in tlie villages is the co-operative society. Usually it 
charges interest at the rate of 12.i per cent, per annum. For purposes 
of the recovery of interest, 0-1-0 per rupee is charged half yearly. Out 
of the interest charged 9 per cent, is remitted to the Uerdral Uo-opera- 
tive Bank annually, and the remaining .*1.^ pt^r cent, is r redited to the 
society every year. As this sum belongs to the scK-iety, no member takes 
any notice of it and consequently no benefit is derived from this amount. 

2062. The lecovery of deld in kind is considered more pro- 
fitable both by the agriculturist and the non-agriculturist moneylender 
Consequently debts are recovered more in kind, but debts 
are recovered in cash as well. l‘he non -agriculturist moneylender is 
often pnident enough to purchase the cattle of the debtors at a Iow<W 
rate and sell them to other borrowers at a higher than the actual ()rice. 
The agriculturist moneylender, on the other hand, purchases, only such 
<*attle of the debtors at lower than the actual price. ai he considers 



188 


usefuJ. Both kind* of moneylenders purchase produce from the debt- 
ors at lower than the market rate. Tho co-operative society^ realises 
its debts in cash and the poor agriculturist has to sell his grain, etc., 
at a cheaper rate, feeling the pinch of necessity. % 

2063. The present system requires some amendment. The agriculturist 
moneylenders take undue advantage of the simplicity of thye debtor, 
and contrive to accumulate the debt to such an extent that the debtor 
is forced to sell his land. The measures adopted by the Government 
tc save the agriculturists^ land from the non-agriculturist moneylender 
should be enforced against the agriculturist money-lender^ as well. 
Most of the debts are expended on wasteful purposes, but different 
entries are made in the account books. When advancing loans, the need 
and the purpose are not considered, but only the solvency of the 
borrower. The chief defect in the dealings of the co-operative societies 
is that the staff fails to advance the loan according to the needs of the 
borrower at the proper time, and the loan proves harmful to him. 
These societies are not properly managed and very often loans are 
advanced irrespective of any need therefor. 

2064. 4 - - 6 . The land is very seldom sold for the realization of the debt. 
It is mortgaged, but not sold. However in some cases it is mortgaged 
for such heavy sums that ft practically amounts to a sale. Certain 
clans of the agriculturists are surely becoming non-occupancy tenants. 

2065. 6 . In the case of those agricultural clans, who in accordance with 
their custom and usage sell iheir lands and then cultivate the land in 
the capacity of tenants, both the quantity of the produce and the 
quality of the land is reduced. In order to safeguard against this 
eventuality it is necessary that both the agriculturist and the non- 
agriculturist moneylender should be stopped by law from taking undue 
advantage of their influence. 

2066. 7. Personal service is extracted from the borrower by the lender 
only when the borrower belongs to the labouring class. Such service 
is not taken in lieu of interest, but separate accounts of the monthly 
labour and interest are kept. 

2067. 9 . The provisions of the Usurious Loans Act are very rarely avail* 
ed of, because in cases when the application of its provisions is of abso- 
lute necessity, it is ignored altogether. This enactment can prove 
useful for declaring heavy rates of interest as invalid, such money 
lenders being made liable to severe penalty. Certain selected officers ia 
ecich tehsil should be empowered to bring to light the cases involving 
heavy amounts of interest, and should report such cases to higher 
authorities. The higher authorities (dealing with such cases) should 
be such as are fully acquainted w'ith the circumstances of the ilcbqas 
from whi(!h such cases are sent to them for disposal. 

2068. 10 . It is absolutely necessary to enact a legislation for the regula- 
tion of accounts, especially in the case of non-agriculturist money- 
lenders The moneylender should supply details of the whole loan 
account which have been attested by the signature or thumb mark of 
the borrower, and He should clearly explain the whole account to the 
borrower at the time of affi.xing Kis thumb mark or signature to the 
balancfe struck by him. If the borrower is illiterate or is unable to 
follow the account, the moneylender should explain the account to 
some relation of the borrqw^er and make a note in the account book 
to the ■ effect that he has explained the details of the account 
to such and such a person. Compulsojy education is of abso- 
lute necessity, so that every man may be able to understand accounts. 

Mr, Bahadur Singh, 
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9069. li. There are no itonvhat^fits registered {under the Co native 

Societies Act). However, private at some places give their 

ftWards, which are not effective because they are not always iinpnrtial. 

9070, 12 . Clauses (a), {b) and (c) are seldom kept in view. The tiuante 
obtained for all sorts of needs carries a uniform rate of interest and 
is for a uniform period. The loans advanced by the co-operative 
society have got different periods of currency but the society cannot 
meet all ihe demands of the people and the borrowers are obliged to 

to the moneylenders. The co-operative societies have not succeeded 
to any appreciable extent in advancing loans against the security of 
land, nor is there any likelihood of it. 

2071. Small cultirntor. — He has got some land of his own and also cuUi- 
v£.tes some belonging to other people. He is extremely laborious. His 
wife and children also work in the farms. He spends very little on 
social ceremonies. He has to pay off a small amount of debU His 
food and clothing are quite simple, and he de es not indulge in litiga- 
tion. He is unable to spend anything on education. He also makes 
some income from the sale of buttei and milk and by plying a cart, 
lie, also adds to his income by the sale of lame cattle every year. 

2072. Oira/ r-CulfIvafor. — He is laborious, but not to the same extent as 
the small cultivator. He spends more oh social functions. He has a 
large amount of debt outstanding and is practically .%old off to the 
moneylender. He is unable to spend on education, but he spends much 
on marriages, etc., by contracting debts. He indulges in litigation as 
well. His food and clothing are comparatively better. 

2073. Owner of 100 acres of latul antl hig landlord. He gets most of the 
farm work from labourers and spends a kd over social ceremonies, 
marriages, etc. His womanfolk do not w^ork on the farms. In some 
cases the debt is so enormous that there is no hope of its liquidation. 
He also incurs a lot of litigation charges. Very often the children are 
deprived of education on account of child marriages The offspring 
are generally weakings, .sickly and in ino.st cases had characters. They 
have got several women in their private quarters. They spend a lot 
over cattle, but do not take any work fr,»m them. The average [iro 
duce of the land is less. 

2074. The small cultivator pays to the landowner at the rat(^ of IIh. 20 
per acre every year or for the two harvests. He cultivates the land on 
getting half the hatai (produce) also; and sometimes on getting two- 
thirds of the batai himself and paying one third to the owner of the 
land. Half ba(<fl means that half of the produce goes to the cultivator 
and half to the owner of the land; but the produce is less w^herever the 
haiai system is in force and on an average the owner of the land gets 
Ithe same quantitv, because the cultivator does not give anything to 

owner in famine days. 

2075. yhe rate of interest charged to persons of good credit is from 12 
to 18 per cent, per annum. The small agriculturists and labourers are 
charged interest at the rate of 18 to 24 per cent, per annum. Loans 
are generally advanced for a year or so. No term i.s however fixed. 
Generally the loans are advanced without any specific pledge. Those 
^ho have lost their credit are advanced loans against the security of 
ornaments In such cases the ^ate of interest charged is from 12 to 
18 per cent, per annum. Vo loan is advanced against the security 
of standing corps. The moneylender advances the loan having regard 
tq all these points. The rate of interest is not high. The rate of 
interest charged to loans in cash or in kind is the same. 
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2076. GMJgMeB (a)f (6) and (c) of the latter portion of Question 12* — 
Imporiar^ank, or the joint stock bank, liave not helped the agricui* 
turist financially, to an appreciable extent. Only the Oovermnent 
distributes takavi in times of famine nothing more. The l<K^al banks 

^ also do not work in this direction nor does the trader or business man. 
Only the co operative bank, the agriculturist moneylender and non- 
agriculturist moneylender advance loans, and these are tho only mree 
agencies from which loans can be had. No regard is to 
pose for which the loan is advanced. That is to say, there isWilnifS^ 
rate of interest and period for all kinds of loans. Ninety per cent, of 
the money dealings are in the hands of the agriculturist and non- 
agriculturist moneylenders and only 10 per cent, are in the hands of 
the co-operative bank. 

2077. 18 . The agriculturist cannot obtain iakavi easily nor does he c*on- 
sider it up to his position to obtain such loan. The difficulty in obtain- 
ing this kind of loan is due to the fact that it depends upon the recom- 
mendation of the Revenue i^ssistant. This officer has neither the time 
to attend to this work nor can he fully appreciate the needs of the agri- 
rultorists. In order to obtain this kind of loan the agriculturist oas 
frequently to go to the patwnri and the ieh^ihiar and incurs a consi- 
derable expense over these visits. The Government does not advance 
loans sufficient to meet all the needs of the agricultuiists under ^ihis 
head. The higher Government officials cannot fully realize all l3he 
needs of the agriculturists. The method of recovery is also very bad. 
The system is very good but the present practice requires good many 
modifications. The duty of distributing this loan should be entrusted 
to the agriculturists, and if this work is taken up by the big sensible 
lundloffds, it would prove very beneficial to the agriculturists. If 
the agriculturists are not intelligent enough to work this scheme, it 
sliould be entrusted to the co-operative bank and its staff, and the 
co-operative banks can recover the loan along with its own outstanding 
debts. This method would save the agriculturists from extravagant 
habits and they would be able to obtain leans easily, and then they 
would not consider it beneath their dignity to borrow this kind of 
loan. The registered panchayats are the best agencies to do this sort 
of business and to benefit the agriculturists in the villages. Such 
panchayats should be established and all such works should be en- 
trusted to them. 

2078. 14 . It takes a long time to obtain loans from Government as well 
as from co-operative societies and the loans also are not granted for 
the amount required. Consequently these loans when grschted, are 
not employed in \he right direction and therefore full advantage is 
not taken thereof. Both the agencies often employ strict measures 
in making recoveries, and the agriculturists have to borrow from th# 
moneylenders to make payments. They can obtain loans easily from 
the moneylenders and consequently have to incur less expenses and the 
ultimate result is that the debt increases in volume. So far, no scheme 
of advancing loans for productive purposes has been chalked out Usu- 
rious rates of interest and the illegitimate w^ays employed by money- 
lenders should be legally put a stop to and the co-operative bankas 
duties and the Government’s work of distribution of takavi should be 
entrusted to registered pant^hayats in villages. 

2079. The co-operative societies are not working properly and the agri- 
culturists think it beneath their dignity to become members of the 
CO operative societies. People of g^ood position and good education 
do not join these societies. 

Mr, Baha/htr Singh, 



^2S08O. Id. So far no satisfactory process of advancing loans fqgf^pt*0claetjvo 
'purposes has been introduced. There are several ways of obtaining 
'loans, but they are not employed for improving productivity of land. 
The grants made by the Government in tne shape of takari have not 
helped agriculture to any appreciable extent. The co (operative banka 
haye not worked to any appreciable extent in this direction. 

l%i fc(.^rder to meet all needs of agriculturists, an advance of 
an average per plough would be sufficient. The resultant 
, ure obtained by multiplying Us. 500 by the number of ploughs in each 
village should lx? entrusted to selected registered paftvhuyata of the 
particular village in order to improve agriculture and to mt‘et all the 
i/eeessary demands of the agriculturists. An advance of Rs. 
would be sufficient for a village containing 100 })loughs. Out of this 
amount Rs. 40,000 should be advanced for the purchase of land and 
for the improvement of agrieulture for a long term and at a cheap 
rate of interest, and the remaining Rs. 10,000 would be sufficient to 
meet all the needs of most of the agriculturists. 

2082. 17 . Delhi, Najafga*h, Bahadargarh and Nnrela are the marketing 
centres. 

2083. 18 . Generally the small village shopkeepers purchase grain from 
the agriculturists, when the crop is ready and sell it in the markets at 
liJvourable rates. Those agriculturists who bring their produce to the 
fharket have to pay something on account of commission, fiharnuufn 
(charity), watchman, waterman and the sweeper. The hanks in this 
ifaqa do not take any part in the sale of produce, and the xakukan 
and traders purchase it, and subsequently sell it off at favourable rates. 
There is uni tv amongst the traders and they fix up a definite sum to 
be paid as commission etc. The agriculturists do not get the full prree 
of their goods. The village hapta sells the goods at a much better price 
than the agriculturist partly because the hania is more clever than the 
agriculturist and partly because of the unity among.Ht the traders. 
Tins method requires improvement. However the co-operative^^ 
department staff has proved that at present the agriculturists are not^ 
sufficiently educated to think of a new and improved method. Com- 
pulsory education should be introduced in order to improve the condi- 
tion of the people and to save them from loss. 

2084. 19. The agriculturist stores the produce in his house, but very 
often he is obliged to sell it off. At the time of the produce the rste is 
generally cheap, and the agriculturist knows that after some months 
the rat^ would go high, but he is obliged U* sell away the produce on 
llccoimt of his personal expenses and to liquidate his debts. The loan 
Ts not advanced on the security of the produce in villages. However 
The viflage moneylender advances loans in the expectation that the 

^ ifgnculturist will sell off his produce and* liquidate his debt. As 
against Rs. 10() worth of produce the agriculturist can raise a loan 
of Rs. 75, carrying interest at 9 per cent, per annum. In addition he 
has to pay the rent;' of the shop and of the bags as well. Generally 
the agriculturist is duped by the commission agent and obtains loans 
against his produce by storing the produce in the latter^s shop, but 
this process does not prove beneficial. The village hania and the shop- 
keeper, taking advantage of this process, obtain finance for purposes 
of trade. On the other hand, the agriculturist, being illiterate and 
unaware of such methods cannot derive any advantage. 

2086. 20. The pre.sent type of agriculturists cannot successfully run 
licensed warehouses. In order to make such warehouses a success a 
great deal of experience, unity i^d ability arc required, of which the 
present day agriculturists are devoid. 
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""2086. 81 and 22# In order to enable the agriculturist to get full price for 
his produce in the market, loan at a cheap late of interest should be 
advanced to him for a few months in order to meet the necessary 
expenses. There is no such arrangement in existence at present, and 
tlft absence ol some such arrangement obliges the agriculturist to sell 
' off his produce, and he cannot obtain tEe full price of his produce. 
The agricultural produce sells at very low rates in othe^ countries, 
because wheat, cotton and rice of the best quality produced 
adulterated by the brokers, and their quality thus reduced! l%e’ 
whole loss is ultimately borne by the agricultunsts. During the course 
of sale transactions in the markets, no documents aro executed for 
purposes of borrowing. 

2087. 23* The co-operative credit societies have not reached such a stage 
as to be able to take part in the sale transactions in the markets. 
The unity amongst the shopkeepers and traders in the markets, their 
financial position; and cleverness, and the narrow-mindedness of the 
agriculturists, their short-sightedness, poverty and Illiteracy stand in 
the way of the co-operative societies taking any active part in the sale 
of the produce. The Co-operative Department staff have succeeded 
in some places only in name; in reality they have not achieved any 
srccess and have failed miserably. 

2088. 24. The I)ill8 cannot be used in internal trade in rural areas for 
want of means of communication and the agriculturists cannot take 
advantage of it at present. The shopkeepers atid traders in the markets 
are using the bills profitably. At present the zarnindnrfi are not fit to 
engage in trade, but the Co-operative Bank and the Central Bank can 
afford sufficient help to the agriculturists in this direction and can 
successfully do this work. 

2089. 23. *fhere is a great demand for long term credit on the part of the 
agriculturists of this ilaqa both in connection with the purchase and 
improvement of land. A limited mortgage bank is badly required; 
without it the quality of the land cannot be improved and consequently 
the proper amount of the produce cannot b(* had. Long term credit 

* is also required to pay off the old debts, but those zainhuhtrs who are 
over head and ears in debt to the moneylenders should be deprived 
of this concession. 

2090. 28. The loan is obtainable on the security of land, hut the rate of 

iiiteresl (harged thereon is so high that it is better to sell the land 
outright to the moneylender. The landowners can obtain money 
against the security of land the interest whereof is in excess of the 
amount of land revenue, and eonscqiiciit borrowing against the sfljcuri^ 
of land does not jirove profitable to the agriculturists. The oK^bttli^cy 
tenant can also obtain a loan but on a higher rate of inten^t^Hliilffl 
that payable by the landowner. f 

2091. 28. The average value of hnrarii (rain-irrigated) land is Bs. 500 
per acre; the average pjocluee l.'eing Bs. 50 worth per acre annually. 
Tlie average value of the canal irrigated area is Ks. 700 per acre, the 
average produce being Bs, 100 worth per acre annually. The average 
value of the well irrigated area is Bs. 700 per acre, the average produce 
b^g Bs. 100 worth per acre annually. 

2692. The value of land depends largely on the large or small population 
of the village concerned, of the ilaqa moneylenders, and the dearness 
of grains. 

(1) The value of land in government auction is nearly Rg. 200 per 
acre, by sale in court decree it is also Bs. 200 and in purchase by private 
negotiation it is Bs, 400 per acre. The cause of difference being that in 
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event of sale by private negotiation the agricuiturtsi go^a trom 

t lace to place in search of a purchaser who can offer better tema^ IMWa 
1 the event of auction generally such purchases are not present on 
the spot, and in many cases are difficult to find. 

■SOdB. 29* The non-agriculturist nioneylcnder can neither take the mort- 
gage on the land nor can he purchase it, and therefore the agricuHuitst 
rmineylentfcr takes the land on mortgage tci easy terms if such pri* ; 
1|il€|p% are allowed to the non-agiiculturisf moneylender, the mori- 
viould have been able to secure much better aud higher terms. 
In some pbu es where there ar(' only one <v two agriculturist money- 
lenders who are in a })osition to take the land uixder mortgage or to 
purchase it, they dictate their tenns and mortgage the land for as 
low an amount as they choose. Such transactions surely affect 
adversely the agr cullurists’ capacity to borrow c apital for long periods. 
The present law requires iinieiulinent. At least the privileges enjoyed 
by the agriculturist moneylenders should alsf) be I'xtended to the non- 
agiiculturist moneylender in mortgage transact ions. 

2094. 30. There arc no mortgage banks in th(‘ villages of this i/aqa. In 
towns, however, these banks are dciing sjileiuiid work- 

2095. 31. There are limited co-opcrati\e mortgage banks in certain dis- 
tricts in this area, which advance loans to agricuiturisis for a period of 
16 or 20 years, at 7 or 8 per cent, per annum against the s«*(Miritv of land. 

In addition to the hypothecation of land, two sureties are also taken, 
arid in the event of non recovery of the debt, the possession of the 
land is deliveied to the sureties, and the (h'bi is recovered from the 
latter. Heeoveries are made half yearly. The banks are of limited 
liability, and obtain capital from the provincial bank and from the 
(Government. 

2096. 32. Co-of)(‘rative mortgage l)anks should b(‘ started, (iovernment 
should advance money to these banks at 5 jx i cent, per annum and the 
latter should l(‘ud moi.ey to the agiieulturists at 0 per ctml. per annum 
for a period of 20 years only for the purchase and imprt/vement of land, 
Onlc in special cases loan should be advanced to pay off old debts. 
The loans should V>e advamnal against the .security of land only. Hs. 75 
should be ad\aneed against tlie seenrify or land worth Ils. 100. 

2097. 33. The agricultural mortgage banks should issue delKiiitures on the 
guaranlee of government and the latter should try t(» satisfy tin* lua’drt 
of the fieople. The proviucial bank, central bank and tne eo opi‘rativ(* 
bank 8lH>uId als(> help in this venture. The agricultural mortgage banks 
should be al)lc to raise loans at 5 per cent, per annum and lend out 
# tj||!»v agriculturists at 0 |)cr cent, per annum, one per cent, extra 
t lent to meet all the ex]Kmses The major portion of the 
•iiiftp^^nent of these hanks should be entrusted to influential and 
intelligent men of the villages. 

2098. 34, T would sugge.st th(* following method for calculating the value 
of land offered for nioitgege: — 

The aveiage produce of land pei year divided by 2 and multiplied 
by 15 is equal to the price of the land. The reason for suggesting 
this method is that half of the average income represent the expensoA 
of production. In the case of bajrtfti land four years* average income 
should be taken, because there are famine years as well.. 

2099. 35, The government should advance capital to these banks through 
the provincial and centra^ banks having regard to their financial stabi- 
lity; Ra 76 should be advisneed by these banks against the security of 
land worth Es. lOd, In addition Acy sbouM have two sureties of good 
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financial standing, who should be severally liable to pay this amount. 
Recoveries should be made half yearly, and in default of payment or 
three consecutive six-monthly instalments, the land should be taken 
possession of and delivered to the sureties without any further delay. 
Certain specific responsibilities should be laid on the members of 
limited mortgage banks. A report in respect of recoveries should be 
submitted by them to the higher authorities of the district half-yearly, 

2100. 37. I can suggest no other measure for the provision of long term 
ci'ctfit. 

2101. 33 xod 39. Handlooins are in vogue in this //m/a, and no capital ia 
iCM|uired for such industries. ‘People also ply carts and such persons 
(cartmen) rcquiie a small capital for a few months. These persons 
should be financed at a nominal rate of interest, so that they may be 
able to earn their livelihood in the winter season. The civil ofhceis in 
charge of takfu'l distril)ution work can very well manage to advance 
( apital to these persons for a period of si.x months. However, I w ould 
suggest that this distribution duty should be entrusted to selected 
l-ci sons of the villages. Government should supply na ans for running 
dairy and poultry farms in the suburbs of towns. 

2102. 39. Government should ask eo operative hanks to advance capital 
for dairy and i)ou!try farming, and sdioidd also ask the dairy and poultry 
experts to imf)rove these industries in the hands of agriculturists free 
of remuneratioii. The goveinment should supply through the District 
boards bullocks and fowls of superior b^'ced. The rnurjicipal committee 
should chaj’ge the least possible duty on the import of milk and eggs. 
The government should ask the Railway Department to give conces- 
sions to these dairy larms on tlie bhu^a imported ih>'ough that agericj^ 
in times of famine. 

2103. 40. Tlu' (pn‘Stion of (unploynient of spare time of the agricultiiriFt 
is a (liflieult one, and its solution wuiuld rernoic ixAcity from the 
country. Tfie best way of (uuployrnent of his spare time is to make 
him prepare such things at his house as he is obliged to purchase from 
the h(nar. The most iinjiortaut of all the things that he has to pur- 
chase from the Intzar, is cloth. The village weaver has become useless, 
as the best mill manufactured cloth is available at cheap rates. People 
in the villages remain unemployed in the winter and half of the summer 
season. Either the sewing machines should be imported from other 
countiies or cloth weaving industry amongst the cultivators in villages 
should be encouraged, and they should si^pply cloth to, rather than 
purchase from the towns. Government should help in this enterprise. 
Every facility should be provided in the matter of digging w^ells. The 
cultivation of dearer produce can prove profitable and can also help in- 
uprooting unemployment, 

2104. 41. The co-operative banks play the part of moneylenders only, but 
they do not advance loans at the proper time and according to the- 
actual need. 

2105. 42. The Co-operative Central Bank keeps deposits in some other 
banks and draws upon it in time of need. 

2106. 43. The rural co-operative credit societies have got many defects, 
and, therefore they have rendered very little help to the agriculturists. 
The foUowung are the chief defects: — 

{a) The agriculturists cannot obtain loans at the proper time 
and according to their needs, because the co operative stalf 
interferes with the affairs of ihe societies more than is 
necessary,^ and being unaware of the conditions of the 
agriculturists, stands in their way. 
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(6) On account of the ignorance of the agriculturists the co-operar 
live staff is in charge of tlie whole show and does not leave 
anything to the agriculturists. The directorates of the 
societies cannot do any useful work. Agrioullurists of good 
social status do not become members of these societies, be- 
cause the accounts are open to inspection and no secrecy 
is observed. 

^r) The rnoncylending business is in the hands of the co operative 
staff, winch is very bad; neither is the required amount of 
Ician juivaruiul, nor is it r(‘eovered fully. It is also tlis- 
advantag('(uis to the agi iculturisl if move or less ihan what 
he is in a position to juvy is recovered. Tlu' eo operative 
staff cannot do this work etricientiy. This is one of the 
duties of tlie society, and it can oidv dischartre it sat isfactori* 
ly provided good and intelligent agrienlturists of llio village 
take part in it, and the co-operative staff should go to the 
village for purposes of audit only The agrieullurists of good 
social position can take part in tliis enterpiise only in case 
some secrecy is observed in the matter of accounts and the 
CO operative staff does not visit the village daily and put 
them to unnecessary ineonvenierue by sending for them 
every day. The co ojiei alive stall should visit the village 
only twice a year, for cheeking and auditing th(‘ aecoiints 
The granting of loans and all other business should be en- 
trusted to the society. It is only [lie society who can rightly 
appreciate the actual mu ds. 

2107. 44. Tliera* are no d i flicult ics in the matter of ftnancitig in regard to 
short term capita!, ('ajiital is howevei- rerpiiiad for long term credit, 
;md the IVovim ial bank is trying <(‘ meet this deniaml. Hut (jovern- 
merit helj) i.s badly recpiired in this conneelion. The Co operative 
Bank has succeeded in satisCingr the fmaneial demands of the agricul- 
turists ordy in 2 or 3 fier cent, of the ca.ses. If no ino<lificaiionB were 
made in tiie jnt^seni system, the (uiterpris.* would |)ro\e a failure. 
There would hardly be an agri(udt urist who, if lie were to cut off all 
his eonnections witli the monryvienders, w’oidd get anpih' fmam'ial help 
from the society to meet all his needs, because the co (»perative society 
does ifot deserve to be ealhul a living instilution. It advances a Joan 
for the first time, and if the agriculturist fail.‘< to pay any six monthly 
instalment on account of famine or for any other* reason, it' stops fur- 
ther finaneial help, and evetr members of good status cannot obtain 
any further loan. Rigorous measures are employed in r ecovering debts, 
and the agriculturists have to boii'ow loans from the moneylenders 
against the security of land in order to make payment to the society. 
"The agriculturists in their dealings with the societies are more losers 
than gainers. 

2108. 45 . The rural co-operative movements are not short of funds; 
money is lying unemployed in the central banks, and is not utilized for 
loans. The money In lying idle, and yet the agriculturists have to knock 
at the door of the moneylender for getting loans. 

2109. 4 €. There is no competition. The Central Bank does not feel the 
shortage of capital, and the only point to be considered by it is how 
to employ its capital. This discreti vests in the co-operative staff, 
who do not realize their esponsibility and are causing immense loss 
both to the agriculturists and the Central Bank, 

2110. The ffnancial concessions already enjoyed by the co-operative 
someties are ample and have proved very beneficial To the movement 
The government is spending more than is necessary on the Co-operative 
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staff, and the work done by them is less as compared to the working 
capacity of the sanctioned strength- 
en L 48 . 1 have no knowledge of it. 

2112. 49 . The village potter, sweeper and weaver are in great trouble- 
There is none amongst them to regulate their affairs. They are all 
illiterate, but are industrious and honest and wish to repay their debts. 
Tim rural co operative credit societies have not rendered any financial 
help to them. They are not in a position to run a separate co-operative 
credit society, nor are they able to manage it. The agriculturists treat 
them very harshly. Their ease deserves the special attention of Gov- 
ernment. A separate Department should be established to improve 
the condition of these working classes, so that they may be able to 
manufacture articles for the use of the agiiculturists as well. 

2113. 50. The co Djxu ative cn'dit societies iiave not so far met the financial 
requirements of the \\orking classes. The e.visting societies are unable 
to nu*et their needs, and it is dangerous to enlist these classes as members 
of the existing societies. Therefoi'e the question of how to meet their 
needs should he jjut off for the present. 

2114. 51. The co operative credit societies should start intensive cultiva* 
tion, poultry and dairy farms in the suburbs of towns. Both men and 
women shouhl work on hand looms during their leisure hours and 
the CO operative societies should collect the (otton thus prepared and 
arrange to manufacture cloth from it. Duty on cloth manufactured 
by the mills should be raised and hand-woven cloth should be free 
of duty. The iiroft ssional and other wc a' Crs should be provided 
special facilities. 


Oral Evidence. 

2115. Yaw are a zantnidar and also a iiieinljer of the Dis- 
trict Board I Yes. 

2116. What is u///’ jirocess ? — The resultant figuri^ obtained by multiply- 
ing the principal with the number of days is called ank. Supposing a 
man uses Rs. 100/- for 4 months. By multiplying 1(X) by four we get 
400 and by further multiplying it with the rate of interest, t.e., 
Rs. 1/8/- the resultant figure is Rs. 600. So, the figure 6 is called ank, 

2117. Are the recoveries made mostly in kind or in cash ?— -The recover- 
ies are made mostly in kind, 

2118. Is this process harmful to the agriculturists ? — Y’^es. 

2119. How ? — Supposing an agriculturist delivers 100 maunds of grain 
to the bania ; if the rate prevailing then is seers per rupee, the haiiia 
would take only at 8 seers per rupee. Thus the agriculturist suffers & 
great loss. 

2120. You say that the present system requires some amendment and 
that the Government should adopt some measures to save the agricul- 
turist f I oiu the agricu Iturist moneylender as wi'll. What measures 
do you suggest? Do you think that the Land Alienation Act should 
®-PP^y 1^0 both ? No, it should apply only to the non-agriculturist 
money-lender as at present. 

2121. But you say that the measures adopted by Government to 
save the agriculturists' land from the non -agriculturist moneylender 
should be enforced against the agriculturist money-lender aa well ?— 
Yes, the agriculturists are generally very simple and the agriculturist 
money-lender takes advantage of his simplicity and by piling up ike 
debts to an unbearable extent takes the land cheap. 
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piss. Is the pafu hai^at system in force here ? — No, hut tliere arc private 
pimcJiapats, 

ilS3. You my that the private pattthayaU do not give their awards ac- 
cording to tlie merits of the case /—Yes, they are very often influenced 
by personal motives. 

2124. You Ba> that I he eo operative bunks have not sneoeeded in grant- 
ing loans on the security of land to any great extent. Do you think 
that they now advance on personal security and that they should ad- 
vance against the security of land also henceforward ? — Yes. 

2125. For periods slnu't periods ' In both tast's, because there 

will be no difficulty in the matter of recovery. 

/bvi/, ('hahlrnu'. You have given u.s various rates of interest* 
I want to ask if the rates which you mention are the rates which are 
stipulated or the rates which are actually realis^Kl f — Thest' are the 
stipulated rates. 

2127. In s<-nr'. iJ\ years, such as tin' lVo^•lnec has been passing through, 
the recovery must be very small ? — Very small indwl. 

2128. In ansuer to Question 19 \ eii say that the agriculturist gets 
Rs. 75 on the secuMty of produce worth Rs. 100 at a rate of interest 
of only 9 per cent. Don't you conridi'r that as very rfutsonal^le /- - Yes it 
is a very reasonable rate of interest. 

2129. Ha\'ng K'gard to the fact that r.gricult urisls get loans at 9 
TDcr cent, to 12 per cent, on the security of land, this advance of Ra 75 

against the siHurity of produce worth Hs. lOO at only 9 per rent, is 
low ! — Yes. 

2130. Yon Ha> in >oui' memorandum that/ the agricultur- st moneylender, 
on the other hand, purchases only such catth* of the debtors at lower 
than the actual price as he considers useful. Besides this the agricuh 
turist money lender can count upmi tljc‘ fa» t lha{ in the (*venl of non- 
recovery he would b(' abb* to take the land. I>ut in spif(' of all 
this, his rale of inti‘resl is m»t lowfu’ tiian that eii/irged by tln^ non 
agriculf ui :st money leiub’r No , be eba-g’s praetie illy the sum(> rate. 

2131. .And he advances less than t}«o money hndnr on the security of 
land : — Ib'i ause !i<* knows that iii the evamt of non recovery hf‘ would be 
able (c^ sccu'c the InTuled pro|)erty. 

2132. Takirjg into account all the trouble, ineon veu ieiicc and expensea 
involved in obtaining talnri from the f Jovcninicnt and loan from the 
co-operati\c bank, does the agriculturist find that he fiays a less rate 
of interest to the (ajvernmcnt or to the liank than to the hania, if he 
were to borrow f rom the latter /—Yes, provided the loan i» ttdvanoed to 
him at the proper time 

2133. Hav ing regard to all the expenses and trouble /— 8o far as the 
rate of interest is concerned, surely the Government and the en oficrr. 
live bank charge less than the hat) in, 

2134. Have you taken into account the actually realised rat^ of interest 
which the hauia gets ultimately ? — Ag regards the rate of interest I 
think both tlie Government and the co-operative bank arc better than 
the baniut but the only objection is that these two agencies adopt strict 
measures at the time of recovery. 

2135. On the other hand you find that the bania very often relinquishes 
a part of his claim ^ the time of final settlement and keeping this 
final relinquishment in view may he not nominally stipulate a higher 
rate of interest for his advance ? — Yes. 
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2136. So that on one side you find that a lower rate of interest is 
charged both by the ^Government and the co-operative bank, 
but ’the money is not generally advanced in time of need 
and is recovered strictly ; on the other, the bania adyances loans in 
time bu,( he seldom makes full recoveries and relinquishes something 
at the time of settlement. In these circumstances what complaint 
have you got against the bamal—^Kven then the banians rate of interest 
is higher. 

2137. TakavK loans are recovered in full ? — Yes. 

2138. What is the percentage of recoveries of the money-lenders? — It 
alt depends upon the produce in a year. 

2130. In how many years out of the last ten years has he made full 
recoveries ■ — In three or four years. 

2140. In how many years out of the last ten years half recoveries were 
made? — In 6 or 7 years. 

2141. In the last ten years how much amount out of the takovi advanc- 
ed was recovered by Government? — I cannot say. 

2142. You say that the agriculturist money-lenders are worse than the 
non-agriculturist money-lenders because they purchase the cattle of the 
debtor at less than the actual price, while the non-agriculturist money- 
lenders very often purchase the agriculturists’ cattle at a price far 
higher than the actual price. Does not this mean that such transac- 
tions jf the non-agriculturist money-lenders reduce the amount of 
recoveries ; and that you should make some allowance for that in 
estimating his net rate of interest? — They are obliged to take such 
cattle at such pi’ices, when they find that the recovery otherwise is 
impossible. 

2143. Again you say that the agriculturist money-lenders take undue 
advantage of the simplicity of the debtor, and contrive to accumulate 
the debt to such an extent that th(‘ debtor i"- forced to sell his hind. This 
is another point against the agriculturist money-lender I — Yes. 

2144. So you w'ant to save the borrowing agriculturist both from the 
agiiculturist inonej'-lender as well as the non-agriculturist money- 
lender / — Yes. 

2145. Do you want to save only such agriculturists as have got land 

just Mii'iioicfit to /tiaintain tl:ierns<*l v’cs or also wlio iiavc more than 

an ''conornic holding I — Only such agriculturists as have got land just 
sufiicient for their rnuinte mince. 

21 Ui. Thiua* good iiuiny agrieul ( u r ists who can conveniently liqui- 
date llnui* debts ij they alienate p<u'l of tludi lands ? - Yes. 

2147. Tlu' valin^ of land would iiiei'ease in |>ropoi tion if the number of 

purchase "s is larger I Yes, 

2148. rVnytliing that I'estiaiUs tin* ir.arket foi land is therefore against 
the intei'e^/s of .^iieit j)ersoiis ? — Yes. 

2I4Sa. In eho ease o.^ a mortgage l ank tlm seeui’lty of hind becomes 
less on account of the restrietiens on the alienation of land Yes, 
that is right. 

2149. In reply to Question 10 you say that it is absolutely necessary to 
enact legislation for the regulation of accounts, especially in the case 
of non agriculturist money-lenders. Why especially in the case of 
non-agriculturist money-lenders ? — It is necessary in the case of both 
kinds of money-lenders, agriculturist and non-agriculturist, 
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"ailSO. Do you think that this regulation should apply to those persons 
as well who sell produce on credit and charge int«r«^ on 
tho amount due aft-er a time limit or to those only ^^ho advance 
loans in cash; in other words, do you mean to apply it to retaH 
dealers as well ? — Yea 

2151. In that case he may have to keep extra establishment and hia ex- 
penses vrill uicreuse ? — But you know at present the hatnaa manipulate 
accounts and tiike undue advantage of the simplicity of the agricul- 
turist. 

2152. After all thm expenses have to be realised from somewhere and 
naturally the rate of interest will go high if tho hanta's 

•expense increases f — Yes, 

2153. Is a village money-lender usually a hig man or a small man in 

the village is sometimes a big man and sometimes a small man. 

2154. Dot*.s the average village money lender pay ineome-tax ? — An 
average man does not pay income-tax. Only such persons pay income- 
tax whose income exceeds Rs. 2,000 per annum. The village money- 
lender is generally an average man in the village. 

2155. In reply to Question 18 you say “Generally the small village 
shopkeepers purchase grain from the agriculturists when the crop is 
ready and sell it in the market at fnvourahle rat-es^. In the event of 
their selling the produce to the village money lender, they don't pay 
any commission No. 

2156. Which is mcjrc |)rofltalilf‘ — sellirig iu the market or to the h(nna 1 — 
Selling in th(‘ market. 

2157. What is the difference l)etw(‘en tlie lalf' of I he Najnfgaj h /naiuh 
and the village rate ? — I can’t say definitely. 

2158. Is the ciifTerencc between tho two rates reaKonahle after taking 
into account the wage-, of labour that (he agriculturist has U> pay or 
lose it uo**- to the market to sell his produci' Ves, it is reasonnljlc 

2159. Further i>n you say that the hunitis collude together and reduce 

the rales. Dellii is a Ijig town, here you can’t cxf)cct such collusior) ' — 
I’hat r:chr huj vslu'n (he viilagc* 1 rinics the product^ to the 

innnih in o'der to make ^omc ])rolH for lums4*li he off the produce 

of the agru^’iltur Jst, and the ialtej has n(.| g(»t suHif imt intelligence to 
undcrNiaml tie --e 

21C(r Does the literate agi i( ultui i-( get ifie pfice at the pi e\ ail mg I'ate 
in the u t! uh : hnt mosth the aiMiMihun ts are iJhtcrati and 

they are dujH d 

2161, At the tiiTie of l.arvcsts tli,* rate' are ganeially low' - Ye- 

216*2. Would it he in tlie interests of the agTicuUniisl if \w stored his 
produce and took advance on tlie secui ity of the produce in tlw^ hope 
ill' t he v\oiild Sell \\ wli-ii t!;e |)ri(e' ai^ inoie fa'.oiirahle and wdth 
the ri.^k of l<'ss due to tliutuafleui in prlf-es falling on him? -It 
would not prove beneficial to an ordinary agriculturist. 

2163. The cultivator is a small man, and any risk of loss would kill 
him. Is he in a position U) take the risk of loss if he is advanced some 
money on the securitv of ♦he produce on the (condition that the profit 
due to the ris^in prices \v*il go to him and the loss due to fall of 
rat^ will also tall on him"— In such a case it is bettor for the agrieul- 
turiyt to sell off hu produce. Business men can bear such losses, but 
Dot the agi iculturiste. 



2164. If Government starts warehouses for the storage of agricultorista^ 
produce and opens new banks to advance money against receipts of 
such warehouses, that would increase expense, and it would not be iii< 
the interests or the agr«culturists to l>ear such expenses? — Yes. 

2166. Do you think the profits accruing therefrom would be sufficient to 
meet the expenses? — The question of expense should not be taken into 
account where the betterment of the agriculturists is concerned. The 
expenses should be borne by Government. 

2166. You «ay that the price of the harani land is Rs. 560 per acre and 
the annual produce is worth Tls. 50. Ls it the net annual income after 
deducting land rr*venue, cost of cultivation and other expenses or the 
gross annual income ? — It is gross income. 

2167. What is the net annual income per acre? — I cannot say definitely. 
Some people keep more cattle than others and naturally their expenses 
are less, 

2168. L. Shri Ratn \ After going through your memorandum I have 
come to the conclusion that the Land Alienation Act is detrimental to 
the interests of small agriculturists? — No, it is beneficial to them as 
well. 

2169. You say that the market for hi.s land is InidltJ, an:l lliis Ic.c;/ 
surely against his interests? — Only that man would give him less price 
to whom he is indebted ; oth(‘rs would be prepared to giv(‘ In in the actual 
market value. 

2170. Further on you say that the takari advances and the loans grant- 
ed by the societies are not sufficient to iiKM^t their needs and you sug- 
gest the creation of panchayats who should meet their demands at 
the p](>|)er time. Hut the punvluiynts have no inom'y to advance; 
they shall have to borrow from the bank ? — The parirkayritK should 
be consulted in the matter of advancing loans. Now supposing .m 
agriculturist has not got the money to purchase a bullock and ho 
wants the money at once. If he gets the money after 15 days, he 
will not l>e able to utilise it because the need for the bullock would 
have been over. 

2171. You suggest that loans should be advanced on the security of 
two sureties. Why should the members of the pinu hayat stand surety ? — 

In order to facilitate recovery. 

2172. Hut mcfiibers of paurhaydfs arc not supposed to stand sureties. 
The money can be recovered without their security even ? — In that 
case the sureties should also be held equally liable, and the money 
will be easily recoverable. 

2173. If the hania asked to advance loans at tho same rate as the 
society does and if he be asked to abide by tho same rules, will you 
extend to him the same concessions in the matter of recovery as 
are at present enjoyed by the society ? — Yes. 

2174. The witness who has just now withdrawn, has told us that, 
iahivi is advanced freely and you say that it is not sufficient to meet 
the needp of the agriculturists and is not paid at the proper time. 
Have you any personal experience of the fact that it is not advanced 
in sufficient amounts or at the proper time ? — I have found it like 
that at the time of distribution of the takavi and h^e also heard 
like that. 

2176. The zamindar sells the produce to the village bania^ because he 
wishes to avoid the octroi duty and other inconveniences of the 
market Yes 
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2176. You suggest that the Government should advanoe loans at the 
rate of Ils. 600 , per plough. How many ploughs are there in the 
Delhi Province ? — I cannot say. 

2177. Can (Jovevnnient advance so much money 11 aving rt'gard to 
the betterment of the agriculturists tho Government should advance 
this amount. 

2178. How many days after the cuttii\g of the croj) is an agricul- 
turist required to pay the land revenue After 15 days or a month. 

2179. Siqjpo.^iiig the produce is 50 maiinds. How fiunli sliould he S(dl 
in order to pay oft' the land revtoiiu* Ai)oul In inaunds, 

2190. In answer to Question 32 you say that "llie Government should 
advance money to these l)anks at 5 })or cent, per annum and the 
latter should lend money to the ngriciiUtirists at t> per exmt per 
annum for a period of 20 \cars only'’. Do you know that now a 
days Government is borrowdng at the rate of G per cent, or 0^ per 
cent. ? — I don’t knovw 

2181. Do you know that the annual exj)enses of a co o})erative biink 
amount to 4i per cent. ? — No. 

2182. If we take both these items of Gi per cent, and per ccnit. 
'into aexiount, then the Goverument cannot advance loans to agricul- 
turists at less than 12 or 13 per cent. ! — 1 don’t know that. 

2183. In rei'ily to Questions 38 and 39 you suggr‘Mt tlnit cartmeu 

should be supplied wdth hnanco at nominal rates; how will the Gov- 
errnnent advance tnkari to thes4‘ men I (No re))ly). 

2184. It appears from your reply? to question 40 that you are in 

favour of .Swedeshi, but do yon know' tliat ev<'n I he Indian mills 
cannot compete with Japan goods that come in the mark(‘t. Would 
you favour the .salt* of Japan goods in the linJian imukcts • 1 sim|)ly 

suggested! that the weaver.s should make cloth which should be used 
in the villages. 

2185. You say that every fiicility should be provided iru the matter 
of digging wells. What facilities do yoti want ! — (No reply). 

218G L. H>fl h i^htK : Winch village do you ludong to \ — I belong to 
Nangloi vi Ih*) gc. 

2187. Is thert'. any co-operative society there ? — Yes. 

21sh, Which (lass docs it belong to f — It is of an averagt* class. 

2189. There art four classes, A, B, C, and D. T) which cbiss does 
it belong N- lt does not belong to a good class. 

2190. For how long is it working there For Ihf' last four or five 
years. 

2191. Have you any experience of any good society? — No. 

2192. You have not got any experience of a good society which may 
1)0 working satisfactorily? — The one in the neighl>ouring village is 
doing very well. 

2193- Do they advance loans at the proper time? — Yes. 

2194. Why is your sf>ciety not working* satisfactorily? — The memtrerii 
of the society are undc»'rable persons. 

2195. Then the fault lies with the members and not with the system t 
—Yes. 

2196. Why did you not I>ecorae a member of the society On account 
of certain personal differencea. 



18197. Are the agriculturists heavily in d^tl — Yes. 

2198. How is that? — On account of wasteful habits and famine 
years. 

2199. If a check be put on their wasteful habits, would it 
decrease ? — Yes. 

2200. If they had repaid always in time it would not have increased 1 
— It increaFed because of the failure of crops too. 

If the agricultitrist does not pay at the time of the produce, 
strict measures should be adopted for recovery ? — Yes. 

2202. In reply to Question 13 you say that ‘^the agriculturist cannot 
obtain takavi easily nor does he consider it up to his ])osition to 
obtain such loan’^ and then further on you say that “the duty of 
distributing this loan should be entrusted to the co operative bank'’. 
You mean to say that the co-operative society should distribute 
fdhdvi loans and should make recoveries along with its own monev ? — 
If they can do it, so much the better, otherwise this work should be 
entrusted to the village panchayatf^, 

2203. Should the Government advance loans to the panrhayat or to 
the individual ? — The Revenue Extra Assistant Commissioner should 
advance loans on the recommendations of the pnnchayat, 

{The witness irithfh'eie). 
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Friday, tlie 28th February 1930. 
NEW DELHI. 


Present. 


Khan Bahadur Diwan Abdul Hamid, C.I.E., O.B.E. (Chairman), 


professor H. L. (’HiBLiNi, M.A. 
Lala Bal Kishen. 

Mr. V. F. Gbav, M.L.c:. 


Uai Sahib Kinwar Moti Lal. 
Lala Shbi Ram 


Mr. V. 8. Marballi (Sf crefari/). 

Mr. Adithwar Lai, Treasurer of the Central Bank, Limited 

Delhi. 

(Mr. Adishwar Lai was examined on the notes of Prof. Chablani’s 
inferviews with him which have been printed at pages 236-243.) 

Oral Evltftim. 

2204. Kanu'ftr Mfttfhfl: In these days do the joint stock hanks finance 
the Indiaii ‘ndustrics siifhvicntlv ' — d'hey d(in't hclj) ai all. 

2205 . What measures do you suggest in this respect ? — I am not very 
clear on this point. 

2206 . Will the indigenous bankers favour the suggestion that their 

accounts shouhJ be audittul l>y charifrtuJ accountrinls ^ rtM]ujrc 

prote(‘tion against the Insolvency Act and certain privileges in the refWi- 
sation of their debts, and if the ( ioverninent is prepared to givo them 
such privileges, they vvill have no objection to tlicir accounts being 
audited by charler(‘d acccaintants. 

2207. Chiihlaftt: Providt'd the concf.'ssions or privibges are 
adei|uatp to ( oinjx'nsate tluun for the cost ? — Adec]uat(; and fasi’inating 
enough (o eonipensate tin ni f'.>r (!:<• trcaiMe and c\'|»(‘nsc. 

220S. Kinnrnt Mutihil: Wliat iiioiivtary help dors the Impcnal Hank 
get from the ( ioverninenl and Muiiici|):iUties This question l)a<l better 
be answorrrl f)v tin- Agent of iho liup.'iia! Hank. !a\orvl>fMly knows 
that the Imperial Piank is getting (iovenimenl firuls free of interest. 

I have no particular information cm the pomt. 

2209 . Do the other joint sto* !c l>ank< mijoy tliese fa( ihl ies i No. 

2210 . Are there sufheient facilities |>rovided in school.s and collegeh for 
training in banking • — Very little. 

22] I. What i.^ the perecTUage of tho }>rodiU'e h/'ought io tht' rtnuuiiH 
by the agricailturists and by th(! I I'racticnUy speaking, I 'elhi 

is not a jN jn/H 

22 ) 2 . Proj. PJxihhfin : ll(> has gf)t experience of -mlv jfa|'ur rnxzxh. 

2*213 Kmnntr (dm tie* imiigenouH bankers live on banking 

only? — Ye«, they f^an. Fifteen years ago there used to be many firms 

doing banking only 

2214 . Prof. Chiihhin 'w Will it be profitable under the existing condi- 
tions to do only banking ? — I don’t think so. They cannot live only 
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on banking unc?er the existing conditions. When the Insolvency Act is 
daily abused and new harmful legislations like Money-lenders^ Regis- 
tration Bill is coming in force. 

2215. Kanwar Motilnl : What is the ratio of the niudaii hvndifi used 
at the present day to the former times? — It is about l/3rd. 

2216. Does any amount of money remain unemployed with the indi- 
genouH hankers ? To some extent. 

2217. What was the rate of interest ten years ago? — T cannot tell you 
the rate of interest prevailing ton years ago. 1 may quote from some 
books, but from my personal knowledge I cainnot say, Mr. Chablani 
hnf. got ft book called ‘'Indigenous Banking” which f'outains 100 years^ 
table of interest. About Delhi I cannot quote the rate of interest as 
Delhi ifi an urban area. 

2218. Do the indigenous bankers advance loans to the agriculturists? — 
They don’t. 

2219. What measiires do you suggest for the improvement of the con- 
dition of the indigenous bankers ? — T would suggest co-ordination of 
indigenous Ijaifhers and legal protection, hec?iuse recovery of debts is 
a problem for them, T have come across many cases of small amounts 
which have been lingering on for years and years. Moreover on this 
side of the country there is no money market and if a money market 
is ef ^ablished, that would also facilitate indigenous banking very much. 

2220. Any more facilities ? — Excepting co-ordination and legal protec- 
tion .-nul recognition of them on conal tenvis with joint stock banks 
wnth e^ nal facilities from Imperial Bank. T cannot suggest anything 
more 1 ^cause they don’t have the sympathies of the court nor have 
they any prolect'on in law and the presiding Jndge always sides with 
the horrm.^er. 

2221. After excluding legal charges what rate of interest does the 
hn7}ia actually real i. sc ?- -T think he does not get more than 6 per cent. 

2222. Formerly people used to (^arry cash with them by rail. Now I 
understand they can’t carry more than Rs. 3,200. Has it not affected 
adversely indigenous banking ? — It has very seriously affected the re- 
mittance by rail which is very haid for the bankers. But we buy 
tickets. 

2223. But they have stopped the free carriage of cash ? — Yes, to the 
great enibarrassnient of the bankers as they used to remit during grain 
season to nmndin. 

2224. And consequently the indigenous bankers have been put to Joss — 
— Certainly. 

2225. Z. Shri Ram : What is the difference in your opinion between an 

indigenous Vjanker and a luoncv 1, r-do* ' 3'h'u^o a -or ' ' ■ ’ * 

difference. Indigenous bankers receive deposits. That is the Citra^'ght 
definition of it; while in the case of money-lenders thei’e is no question 
of receiving deposits. The definition of indigenous banker is that he 
discounts hvjidis and receives deposits, while there is no question of 
receiving deposits with the money-lender. 

2226. Prof. Chablani : Or even discounting hundis ? — Yes. 

2227. Z. Shri Ram : How many firms do indigenous banking heret — 
None at present. 

2228. In your memorandum in reply to Question 65 you say that these 
have died out. Why is that so; what do you attribute that to? — 
Firstly to the rise in the value of property after the Oorohation 
Durbar and then after the War, and secondly Delhi has now become 
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m cosmopolitan town and now avenues of businesa and aotiviitea have 
been created. 

2229. Ain I to uiiderstiind from >oiir reply that investment in property 
and the new avenues which you mention were more paying thii^i 
investing money / — Not more paying, but safer than banking. 

2230. Banking became less safe ' — It became unsafe and unstable and 
because of the opening of branches of many new banks, such as the 
Tata Industrial Bank, the Mercantile Bank, etc., thus creating keen 
competition. 

2231. The opening of branches by other bunks is certainly no reason 
why this business should become unstable / — Because of the severe 
competition. 

2232. How would it become unsafe if a person is safe to advance money 
to i — My point is that after the War the condition of Uio money market^ 
as you know, became very unstable and every man and every bank 
became unsaie. 

2233. Fro/. Ch (iblani : Why / — Because of the losses incurred by the 
traders on account of the exchange. 

2234. L, Shri Ram : Then the opening of the branches by the banks 
has really nothing to do with it i — That created a sort of keen com- 
petition as 1 have already stated. 

2235. Which made it less paying, but the real trouble, you suggest^ 
came on account of the depression alter the war and exchange later 
on / — ^Exactly. 

2236. You don’t mean to suggest that the few banks that are in Delhi 
are enough for the needs of a big city like Delhi \ — In helping trade 
and industries, or as deposit receiving agem ies i 

2237. A bank has so many functions to do; it not only helps tnuJo and 
industry, hut even the middle classes and p(K)r classes, and cjvery- 
body from top down to bottom. Do you think that a few branche«i 
gf these joint stock banks and one or two central co-operative banks 
are sufficient for a huge city like Delhi, or there ought to be many 
more I — From my j>ersonal knowledge 1 can say that tlve banks arc 
having no business. 

Is it becau.He tliey don’t want to advance to every sort of borrower 
and they limit their business to a few onl^; I — You know very well 
that Delhi is a cloth rnnndt. 

2239. But it is also a [)lat e where hundi eds and thousands of middle 
class people are living ^ -But the middle class people cannot atYord tx) 
give any sort of security accejitubh* to the banks; therefore, they arc 
out of question. 

2240. Fvervbody up to a cobbler rcquiies banking facilities^ — Dut 
the cobbler would not come to the bank either for deposit or for 
loan. 

2241. I don’t mean the joint stot^k banks only but an indigenous banker 
or a co-operative bank or a joint stock bank or any other credit 
supplying agency ' You shouid n*»t mix up the joint stock banks 
and the indigenouB bankers. They are two different branches of 
banking. 

2242. Are the banking facilities in Delhi enough for ite requirements? 
— I don’t think so. 

2243. On the whole do you consider that there are banking facilities 
enough to meet the requirements of everybody 1 — I am not very clear 
on this point, because this is a very wide question. 



206 


38244, You have suggested in so many places that there ought to be 
mortgage banks and co-operative banks, etc. You suggest thereby 
that the present banking facilities are not enough? — For a certain 
class of people. 

2245. And you mean that for a certain other class of people there are 
ample banking facilities; which is that class ? — I think first class traders 
and people of high status. 

2246. Do you think there are enough facilities for the industrial con- 
cerns to borrow .--! think so. 

2247. Have you any experience as to which of the industries in Delhi 
arc hfiancfd by any of the hanks, joint stock, exchange or Imperial 
and to what extent? — I think tht\v have not so far helped any industry, 
nor the industrialists ever approached such banks. 

2218. 1 don’t think you could .say that, because you are not concerned 
with any industry I — That is a genpralisation. 

2249. Am 1 to understand that the present joint stock banks, exchange 
banks and the Imperial Bank do not meet the requirements of the 
industries ? — You mean if they are approached ? Even then the banks 
will not undertake to help the industries. 

2250. What is your experience / — My experience is just the reverse of 
yours. I know it for certain that there is very great reluctance on the 
part of these banks to help industries. I am liot very clear on this 
point. 

2251. CJid 'n'Hfdn : You have no i>ersonal knowledge ! — Exactly, except 
that of iny own bank, Centi ai Bank. 

2252. L. Ram : You say something about these housing societies. 

Will you explain what your idras are? — They at present exist in 
Karachi and Bombay on the hire purchas(‘ system. 

2253. Have yen? worked it out .'—No, I have not. 

2254. Do you think a system of this kind in Delhi w ould be workable ? — 
Certainly. 

2255. May I tell yon from rny information that the Government has 
given the Delhi Municipality five lakhs of rupees to build quarters for 
j)Oor }>eopIe and th<* I)(dhi Municii)ality finds that in spite of the free 
grant of five lakhs of i-upecs it will be very difficult for them to 
realise even 6 per cent interest on the outlay ihai they wdll have to 
spend ?— Six [)er cent, for the IVInnicipal ity to expect Js a high rate of 
interest at the present moment to charge the poor classes. 

2256. The Government itself is borrowing at 6i per cent. ; that is one 
thing; the other thing is that Hs. 5,00,000 is fibsolutely a free grant on 
which no interest is taken; so that if we don’t calculate any interest 
on the Bs. 5,00,000 that the Government has given to the Delhi Muni- 
cipality as a free grant but only on the amount that it will spend on the 
building of houses, even that will not fetch enough rent to cover 6 
per cent, on the cost of building alone ? — 6 per cent, interest for the 
Municipality from the poor classes is rather exorbitant to expect. 

2257. What do you think will not be exorbitant ? — I think 4 per cent. 

2258. After all somebody will have to find that money then ; the tax- 
payers will have to find the money for the Municipality ? — ^Yes, but 
that will touch the pocket of the well-to-do people and not of the 
middle classes. 

2259. Supposing a piece of land is bought and a house is built on it* 
and somebody in the course of time, say 20 years wants to become 
the projmietor of that house ; have you any idea what rate of interest 

Mr, Adishwar Lai, 



lie wil) have to pay on the initial cost if wants to become the 
IMToprietor of the house ? — I have not calculated that. 

2260* Then this is a pious hope! — Exactly. 

In one place you have" mentioned the rates of interest, as 12 
per cent., 24 per cent, and 18 per ctnt Have you any experience as 
to what the really realised rate is ? — The realised rate is not more than 
6 or 7 per cent, irk some rare cases. 

2262. In your nieinoramlum you say that the condition of the artia 
is becoming;; very bad and the present position is one of great diffi- 
culty for the (trtiffs. What do you attrihute that to? — The general 
depression of the trade. 

2263. What do \ou attribute the general depression to? — Well, I am 
not very clear on the ]u>int. Thcrt' ai e ^o many heU'Mygi^ut i ais elements. 

2261. I want to know the reined> ---f have suggested a liberal help 
from the co-operative banks in the rural artMs to the village cloth 
inerchards and dealers, heeause only they have got their branches there 
and do all the rural work. 

2265. L. Jirt! A't^/ien : Mr. Adishwar Lai, you are not right theic. 
There are no branchen of co-o]>erative societies; they are all independ- 
ent of fMch (’ther, 

2266. L. S/ni liani : Your sole rea.son for suggesting these bank.s is that 
they exist there I — Exactly. 

2267. You .say in your lueinoranduiu that comparing the expenses of a 
good indigenous banker with those of a Vuancli of a joint, stock bank, 
you believe the exiienses involved in tlie establishment of an office 
of an imligciiou^ hanker are not even 1/lOth of those of a branch of a 
joint stock bank. Wha4 difference to your mind is there between a 
joint sto< k hank and a ])roper indigenous bank ? — Will you kindly lot 
me know^ the force of the word ''proper”, because this word is ambi- 
guous ; you mean by it the modern and old style of banking. 

2268. V^ou realise that theie is a t>aucity of hanking facilities ami on 
mean to suggest that tlie {‘ost of running a joint stock bank is 10 
timec as much as running an indigenoins bank. Siipi>f)sing sonic sort of 
help w^as given to stimulate indigenous banking, would that meet the 
recpiirenients of the countr.v, and in what way will they he (uiferior to the 
joint *)tock banks' — 1 am not eonrerned with the country; 1 am only 
concerned with the Delhi Province, V)(‘cause “country” is a very wide 
term and T have no experieni^e of the whole of India. 

2269. Supposing that 20 more banks were required in Delhi, would 
you prefer 20 joint st^ek banks or 20 indigenous l^anks ? — 1 think in- 
digenous banks would be more helpful, because eve^rybody can go to 
them 

2270 They are not only cheap to your mind, but also they are more 
useful ? — Certainly. 

2271. Would you insist on the Imperial Bank to give these indigenous 
l^anks the same facilities as they give to the joint Stock banks ? — Cer- 
tainly, and I would further suggest that if agencies are given to the 
indigenous bankers in places where there is no possibility of opening 
a branch of the Imperial Bank, I think that would very much facilitate 
the work. 

2272. If you will give tl se indigenous bankers ihe same facilities 
as to th^ joint stock banKS, would you not insist on these people 
keeping their accounts in a proper form and also having them audited 
to create greater confidence among the public? — Tn public they have 



208 


confidence. The client knows that whenever he likes he can see the 
accounts of his banker. 

2273. Bo you would ask for these indigenous bankers the same facilities 
as are enjoyed by the joint stock banks without their balance sheets 
being published or their accounts being audited ? — I do not object 
to the auditing of their ju-counts or the publication of their balance 
sheets. 

2274. Don^t you think that that would add to their credit; the clientele 
would be still more satisfied ? — Certainly. 

2275. And you would like the Imperial Bank not to do any lending 
business except to the bankers, indigenous and joint stock? — Imperial 
Bank, to my mind, should be the bankers^ bank. 

2276. No bank can stand the competition of the Impel ial Bank ? — Cer- 
tainly; they have ju.'^t now begun the work of pawn-l)r*>kc]’s by lending 
money against ornaments. 

2277. You suggested just now that in certain places where the Imperial 
Bank has not got its branches, the indigenous bankei’s should be made 
their agents. Now supposing in a place there are 20 very good indi- 
genous banking firms; don’t you think it would be unfair to make one 
of tliem an agent of the Imperial Bank ? — Not unfair, because that 
will facilitate banking in that area. 

2278. In that case you will stop this person from doing any business 
of his own except as a bank’s agent, and then he will be in the pay 
of the Imperial Bank? — Not in the pay of the Imperial Bank. 

2270. What remuneration would you give him to work as agent of the 
Imperial Bank ?-— He may be given some sort of commission. 

2280. You will debar him from competing with the indigenous bankers ’ 
— That I don't mean. 

2281. Probably you agree that the Imperial Bank should not be allowed 
to compete with the joint stock hanks or the indigenous bankers? — 
Yes. 

2282. If you don’t allow the Imperial Bank to compete, you would not 
allow its agent to compete with the indigenous bankers ? — I say where 
there is lack of banking facilities, there this system should be adopted. 

I don’t say that where there are ample facilities, they should give 
agencies and compete with the indigenous bankers or the joint stock 
banks. 

2283. Can you think of any place where the indigenous bankers did not 
exist or could not again fiourish ? — I think there is no place in the 
whole country where they do not exist or they cannot flourish. 

22B4. What steps should lie taken so that the question of the agency 
of the Imperial Bank will not arise ? — I w^oiild suggest the system of 
licensed agents, and their co-ordination also, because at present we 
do not know^ of any money market in Delhi or in the neighbouring 
centres of trade and legal protection as I have already stated. 

2285. Mr, V, F. (Fray', You say that there is urgent need for banking 
facilities especially for the middle class people who generally have rfot 
got such improvident habits as the mill hands. Do you consider that 
the borrowers have sufficient security to offer ? — One who has got landed 
property cannot get any credit anywhere, I think. 

2286. Is that not because of the Land Alienation Act ? — That is because 
of the lack of legal protection for them, because every case of mortgage 
takes about 6 or 7 years to decide. 
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And because agricultural land is offered as security 1 — I am con* 
^rned only with the urban conditions. 

S2SB. Then do not the small possibilities of recovery on a morigi^e 
make the banks reluctant to lend; and if you have increased banking 
facilities would they not still be reluctant to advance on the security 
of land ? — I have suggested an institution just on the Imes of Credit 
Foncier de France or like German Mortgage Bank. 

2289. The Credit Foucier’s main work surely is the issue of prize bonds 
and that is purely a gamble ? — That is a matter of opinion. If that is 
gamble, that is certified by the Government. 

2290. By the French ( iovernment. By that system you cloii?t pay 
interest to each iiidividual, but you pay it in prizes I — That is a method 
of working and attracting people to it. 

2291. In thnt way some peof)le don’t get anything for years, but they 
may get a fortune any minute ! — I may explain the system. In France 
C’redit P'oncier dc France provides long term credit. It is a private 
company founded in 1852, but under suflicient State control. The 
Government has given a subsitly of 10 million gold francs since it came 
into existence. Like other mortgage banks it advances on the security 
of nHutgages and obtains the ncressary funds from the issue of bonds. 
The (iovernor and two .Assistant Governors ar(> appointed by the 
State. To make Foncier bonds attiactive the bank is permitted with 
the previou.^ sanction of the FiiKUice Member to issue, lottery ot prize 
boniis. 

229*2. Ye.^, I know', you invest Rs. p‘t.‘ and instead of getting Hs. a 
y*'a}' ynu gel nothing, lint 2(^ jicopic will get a lakh v'Vfvy year. The 
wliole of the inlere.st is paid on prizes for say 20 people. It is not 
ih«* ('^ilctiMa S\^(>e{> except that the capita) is not lost, That is 
hardi\‘ an in vc,st merit but .surely a imains of inducing pi'ople to gamble / 
— Not exactly, but that i.s a way to popularize a thing also. We look 
from diff'uent angles of vi.sion altogether. 

2293. There are two parts of this scheme: first the attracting of 
nioio v as aln idy (‘xplaimal and sfeomily purely mortgage hank w'ork. 
You wish for the introduction of a bank of that sort? — If such an 
institution is introduced, I think there will he no difiiculties in consoli- 
dating the loans. 

2*294, it not impossible to amend the mortgage law and make it 
easy — bright he; tliat concerns the 1,‘iwvors, 

*2295. How would you arrange loans on other forms of security ? — You 
mean liquid securities or ornaments. 

I w\ant to know if it is possible to get loans if one is able to 
give definite assurance to repay at the time when one firomiscs to 
repay ? — Promises would not do. I think the banks would be willing 
to help if they offer legal security. 

2297. What I want to kndw is, is there no lack of facilities for borrow- 
ing today if the borrower has reasonable security to offer ] — There are 
ample funds. 

2298. You think there are ample funds for their demands, but in 
another place you have said that people do not offer any form of 
security acceptable and therefore they cannot get it. Yes, so I now 
say. Will increasing bank>vg facilities allow people to get money with- 
out offering any security ; what sort* of business will these banka have 
if they have to give unsecured loans ?~T think nobody would like to 
advance insecure loans. 
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2299. You were saying that more banking facilities were required. Are 
they required for lending or for deposits? — For lending. Everybody 
can receive and have deposits. There is no question of deposits. 

2300. You have said that there are a number of banks in Delhi to*day 
who cannot live because there is not enough business, and yet you, 
on the other hand, say that a lot of more banking facilities are re- 
quired. What do you mean ? — Banking facilities are required for people 
who cannot afford to give liquid security. 

2301. What sort of balance .sheet will such a bank present, which is 
going to lend to people who have not got liquid securities ? — The bank 
would not lend to such people. 

2302. But you want them to lend ? — No. 

2303. For what purposes then do you require more banking facilities ? — 
For the people who have not got liquid securities. 

2304. Then you consider that the mortgage bank is the only extra 
banking facility that India requires to-day ^ — Exactly. Delhi requires 
that. I do not say for India. 

2305. In answer to Question 67 you say 'There are ample facilities for 

internal remittance available in the market by way of on the 

various centies’’. What do you consider should be the rate at which 
the money should be remitted ? — I cannot suggest the rates. 

2306. Do you consider that the rates charged to the various joint stock 
banks are correct ones ? — I think so. 

2307. Cannot the Imperial Bank, who has the free use of Government 
money, transfer the money from one treasury to another free of 
charge ? — Yes, but I think they will have to incur certain expenses in 
thfiift regard as well. 

2308. Against the expenses they get money free of interest. You see, 
in England you give a cheque in Scotland, say Edinbuigh, for payment 
against your account in a London Bank. You are charged one or two 
pence for postage, but no charge for remitting the money ? — I think 
they should introduce the same system here. 

2309. A good deal of the transfer of money in India among the smaller 
people, as well as the big people, is by way of sending I'otes in halves 
by insured post in order to avoid paying the remittance charges. 
Would not the remittance business increase immensely if the remittance 
charges were reduced nearer to the postal charges? — Undoubtedly. 

2310. In answer to Question 74 you say '‘the indigenous banking com- 
munity would be very reluctant to accept such a measure^' as, for 
instance, the publishing of balance sheet? — Without having any pri- 
vileges attached to it. 

2311. If an indigenous banker wants to borrow or work either with the 
joint stock bank or the Imperial Bank, would not such banks have 
far more confidence in accepting business from the indigenous bankers 
if they have a balance sheet to show ? — I doubt very muck 

2312. But you may see from the balance sheet that the person is per- 
fectly sound ; without a balance sheet there may be doubt, and one 
cannot be sure of the position of a party without seeing the balance 
sheet; would that not create more confidence? — doubt whether the 
is.sue of a balance sheet w'ould bring the confidence automatically. 

2313. You cannot expect a Governor of the Imperial Bank to give 
facilities of debt to a banker unless he sees and is satisfied with his 
balance sheet ; why should he do it ; he is risking other peoples^ money, 
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Trithout knowing whether there are any assets behind him or noil— 
But there are methods of hiding of accounts. You see there are blac^ 
sheep everywhere, and some are so unscrupulous as to hide their 
accounts for income tax purposes. 

2314. Shri Ham : If you want purdah to go^ you should nlso wiint 
this purdah to go ?— Unless some privilege is attached to it as with 
p wrdah . 

2315. Mr, r. F. Cray : You are complaining that joint stock banks 
have privileges while the indigenous bankers have not. The joint 
stock banks publish their audited balance sheets, w^hile the indigenous 
bankers do not. 

2316. L. Shri Hum : Don’t you personally think it better that ihcir 
accounts should be audited and their balance sheets piiblished 1 — 1 very 
much like the idea, but I was simply expressing their point of view. 

2317. Mr. V. F. Cray : In an.swer to Question 77 you objcet to the 
competition of the Imperial Bank and the Exchange banks as they 
get cheap money. You are looking at it from the point of view of a 
banker and not from the point of view of the public ? — Yes, one sees 
at times from different angles of vision. 

2318. Surely it is a good thing for India that the t‘.vchangt' banks 
get cheap money and lend at a cheap late to the Indian public. It 
may be difficult for the Indian banks to compete with them in this 
re8pe< t. but it is gcxid for the Indian public ? — Yes, but it is available 
for few who have to do foreign trade, 

2319. In answer to Question 84 you say that there is only ono indi- 
genous banker who allows cheques to be drawn on him ? — They have 
also stopped it now. 

2320. Would it be of any advantage to the country if banks can see 
their way to accepting cheques in the vernacular I — I don’t think 
because in India there are so many languages in different provinces 
that if a vernaoulai* script is used, it will be very difficult for the 
joint stock banks who have branches all over India to scrutinise them 
properly. 

2321. You think it impracticable I — I think so. 

2322. Is it possible to extend banking into rural areas without verna- 
cular cheques; very few people in the villages know how^ to read any- 
thing at all. not to speak of English. Would it not be possible if it is 
restricted to the well-knowm Urdu? — But that would not be practicable 
in the Punjab where the commonly spoken language is Ourmukhi. 

2323. Then would it not be possible to use the common vernacular of 
each district only in that district? — You mean the rural areas; I am 
not following this. I am sorry. 

2324. Oiir idea is to make banking more popular among all classes of 
society — I agree, 

2326. To achieve that end don't you think that we should allow 
accounts and cheques to be in the vernacular ?— To my mind only 
people with some amount of knowledge of English come in contact 
with banks. If you provincialise banking system in this country and 
allow cheques to be drawn in the vernacular of the respective provin- 
ces, €,g,, Ourmukhi fc the Punjab, Bengali for Bengal, Marathi for 
the Central Provinces and bo on then there will be no trouble in that 
case but if the idea is to have a system of all-India banking then I 
don't think ut desirable to allow cheques to be drawn in vernacular 
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Ijecause as a Treasurer of the Central Bank of India I will find it 
difficult to deal with a cheque drai^ in Multani for example. 

2326 . I agree there is a certain amount of difficulty about it, but can't 
you get over it by having these cheques translated before thev are 
negotiated ?*— That will entail delay of a couple of days and incidental 
loss of interest. 

2327. But the ordinary drawee of cheques would not mind that. As 
a matter of fact we are now really dealing with people who really 
do not even know what interest means in any detail ? — I agree. 

2328. So then you agree that vernacular scripts can despite difficulties 
be adopted aiid^that it is desirable that efforts should be made to adopt 
that system uruversally in India? — Yes, it could be done if the other 
banking facilities are extended and the banking system is provin- 
cialised. 

2329. You suggest that -indigenous bankers should be made agents of 
the Imperial Bank wherever the Imperial Bank have not got their 
branches and you ask that these people should act only as agents and 
not as servants of the Bank. What privileges will you give to these 
agoTits in return for their work on behalf of the Imperial Bank ? — 
These agents will have ample funds at their disposal which will help 
them. 

2330 What are the privileges that you think they will enjoy? — They 
will have the privileges of enjoying cheap money. For this they remit 
cheaply. 

2331. Wh ere will they get their money from and how will they remit 
this rnonf'v in turn back to the Imperial Bank of India? — Through the 
ort^inar.^’ facilities of transport, by rail, post or by carts. 

2332. Kacilities of transport of money will not be any better than 
they are to day? — Money can be sent in motor cars then. 

23:i‘y You have not thought over the difficulties of transport, have 
you ? — 1 have thought over the difficultieB of remitting money but I 
have not thought o\er the cost. 

2334. Even to day without being an agent of the Imperial Bank he 
can receive money in a village to be paid in Delhi, and remit by 
bullock cart, can^t he ? — I don’t mean lemittance facilities. T don’t 
really understand wdiat you are driving at. What I say is that he 
will have ample funds at his disposal for him to deal with. 

2335. Who w'di be responsible for these advances ? — The Imperial 
Bank of India and the agent jointlj". 

2336. Supposing the agent absconds, do you mean to say that the 
Imperial Bank of India should loose its money? — Certainly, that will 
come to that. 

2337. Z. Bal Kishcn : Dealing with the condition of the middle class 
public servants and middle class traders, in answers to questions 48, 

60 and 51, you say that an overwhelming majority of them have 
parted with their houses during the last 20 years or so, . . . 
Further on you say: 'They have no banking facilities at all and their 
standard of living as compared to their incomes is too high to permit 
them to save anything substantial For such classes of people you 
recommend co-operative banks, don't you ? — I don't recommend that, 
but co-operative banks would be welcome for them. 

2338. Have you any clear idea about the worknng of these banks 

I have none and I have not studied the fliystem of co-operative 
banking. 
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«339. But still you say “the most suitable form of banks for this class 
wouid undoubtedly be urban co operative banks" ?— These »vie “Ot my 
answers to the questionnaire but are only notes of interviews which 
Professor Chablani had with me. There is a good deal of difference 
between a statement e.vpresscd by oneself and a statement made in 
an interview. That is how I view it ^ 

2340. But in any case you have expre*^M»cl eerttiin views, you adhere 
to what YOU said ? — Yes. 

234 t. Don't you think that co-operative banks arc business concerns T 
— Yes. 

2s3l2. Then how do you think they will be able to ht Ip such people 
W’'ho, according to you, lead an extravagant life and who have no 
secuVity to offer? — T don't mean they are lending extravagant lives. 

2343. f'hnijitKtH: You mean people who live lH\vond their means? — 
Yes, they have to. 

234 '!. //. Kishdi : As a hanker you won’t touch them whose 

expenditure is beyond their income? — No. Without adequate security 
for the money. 

2345. Then how do you expect the co-operative banks to help them t — 
It is dithculi to suggest. It is for the co operative e.vperts to devise 
wuiys and means 

2346. In reply to Lai a Shri Rain’s question you said that co-operative 
housing societies for middle class people would not work properly if 
the rate o( inteiost is exoibitant ' My view m that they cannot work 
if interest rate is more than 4 per cent., but it was in the case of the 
Delhi Alunicipaiity with free funds. 

2347. Have you any idea at what rate of interest money will be avail- 
able to be given to co ojienUive housing societief to enable these 
societies to grant long term loans for housing purposes ? — You mean 
from the public or the Government? 

2348. From anyw'herc you can think of. You may tell ur about both 
possibilities?—! cannot say. I am not clear on that point and the 
question is wide and vague. 

2349. Professor Chablani: You spoke about advancing funds to 
industries in reply to Lala Shri Ram's question. To your knowledge 
has any joint stock bank or exchange bank or the Imperial Bank of 
India ever helped any major industry in this city with finance i — 1 can't 
speak about other banks. 1 know only about the Cemtral Bank of 
India. 

2350. To your knowledge the Central Bank of India has not advanced 
any subBtanlial amount to any local industry in (he Delhi city ?— No, 
but tbe> are financing industries outsble Delhi 

2351. Would such financial advances to industry be for short or long 
periods? — Such advances would be only seasonal. 

^352. No commercial bank can afford to lock up Its funds for any 
period ? — They cannot do so. 

2353. Dealing with the special needs of the middle claHg people in the 
City of Delhi you say that neither the Municipality no- the Oo-epera- 
tive Department has done anything to tackle thi* housing profdem. Do 
you consider the prt3van,'^g rents for houses in the Delhi citv too 
high 1 — Certainly they are exorb|tant. 

'^354. Are they higher than the legitimate or fair int-erest w^hich the 
capital sunk by the owner should bring him ?— They are much more 
#nau that. 
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2355. So the rentals, yon consider, are very much higher than the 
fair charge which the capital sunk in the husinesB wo.uld bear 1 Yes. 

2356. May I know what you consider as a fair charge ? — 6 per cent 
may be considered a fair charge. 

2357. At what percentage on the capital sunk would you put the rentals 
actually recovered ?-^lt will be about 9 or 10 per annum. 

235S. To your knowledge are there many landlords who are getting 
9 per cent, or more than 9 per cent, on capital sunk in houses in certain 
localities of the city 1 — Yes there are many. 

2359. If then money could be had in the market for long periods at 
say or 7 per cent per annum and if a man could actually get that 
money and build a house instead of jiaying rent, he vvould be effecting 
a saving of 2A or 3 per cent. ? — Yes, and if land could be made avail- 
able. 

2360. Given suitable conditions regarding land, so far as mere capital 
18 concerned there will not be any difficulty in borrowing money at 
6^ per cent, or 7 per cent, and thus effecting a saving of 2^ per cent, 
or 3 per cent, in rentals 1 — That is so. 

2361. Your suggestions regarding the housing problem are restricted 
to housing foi’ the middle classes rather than the poorer classes ? — 
Y es. 

2362. In regard to your suggestion of making indigenous bankers 
agents of the Imperial Bank you say believe it is very desirable 
to make the indigenous bankers agents of joint stock banks or th© 
Imperial Bank of India in places where the branches of the joint 
stock banks do not exist^h Under this system will the Imperial 
Bank have some guarantee from its agent to enable the Bank to 
fall back upon it in case the man becomes unreliable ? — Yes, certainly. 

2363. And so far as the privileges are concerned would you have a 
graded system or would you have a uniform rate ? — It is better to 
have a uniform system rather than a graded one. 

2363a. But if the guarantee is of all grades, the privileges too must be 
graded, otherwise the bank will incur too much risks? — Yes, that is 
so. 

2364. In the case of middle class people who have no securities to 
offer you suggested the co-operative banks. Do you think that the 
security or credit of the middle class people absolutely worthless or 
that by co-operation their security could be improved? — I doirt say 
thef' are absolutely worthless and I agree that by co-operation their 
credit would be worth more. 

2365. Will the security offered by them be increased if there is joint 
liability instead of individual liability? — Yes. 

2366. Regarding the question of account keeping you expressed your- 
self in favour of a better system under which accounts would be sub- 
ject to audit. Don't you think that auditing means some charges, 
fees of a qinalified auditor and so on ? — Yes, certainly. 

2367 It will also mean a certain amount of establishmenlT charges 
because they will have to publish their balance sheets, etc. ? — ^Yes. 

2368. Would you then consider these people unreasonable when OTey 
•ay^ that no Statutory obligations shoujd be placed on them wItKoui 
giving them a certain amount of privWeges ?— Certainly, they be 
within their rights if they ask for some privileges in return. 
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$369. Mere restrictive regulation alone would create practical difficul- 
ties, witiiout giving them any corresponding special privileges. Is 
that your view? — ^Yes, At present the general feeling of all classes 
of people is to squeeze them out. 

2370. In answer to question 77 you say that ‘‘it is the cornpenfJon of 
the Imperial Bank and the Exchange Banks in larger centres tTiat is 
hitting the indigenous bankers very hard. Sc far as the Indian loint 
stock banks are concerned, they cannot afford to give better 
facilities to indigenons bankers, iiul ilv* cuinpetiTion lu'fwt^rn them in 
my opinion is a fair one. Competition mostly comes from the Imperial 
Bank and the exchange banks where they have opened their 
Branches ”. Tn answer to Mr. Gray you said" you were in favour of 
getting cheap money from wherever it came. I am ]>utling it to 
you : is it better for India to have a widespread banking system and 
to ha\e the indigenous banker tlourtshing than to have cheaper credit 
from a foreigner who may ^(pieezc out the tndmenou*^ lu.nker l>y 
competing with him b}" means of their cheap money i — I would certainly 
prefer to keep the indigenous banker flourishing. 

2311. Regarding the use of cheques in vernacular you expressed some 
difhcuhy in having them in vernacular. That difficulty is mainly one 
of clearing them ? — Yes. 

2372 Now, su})}>osing all the cheques in vernacular are checked and 
marked in English at the clearing house by an endorsing shroff then 
chnnot that difficulbs' t)c got over? — If the man who maxes that en- 
dorsement is known to the bank then there is no difficulty. 

2.37ri So then if you have sorut r*((*^uivcd per^on*^ .'m t h'M 

difficulty of the vernaculars could be got over, is it not? — Yes. 

2374. When you suggest that the indigenous bankers should ba 
appointed as agents of tlie Impeiial Bank of India where the latter 
have no branches, do you imply that these people should be appointed 
in the villages or only in the mandis where marketing is done? — Only 
in the tnandis because there is very little to do by way of transactions 
in the villages. 

2373. So what you have in mind is not an isolated money-lender in 
the village as an agent of the Imperial Bank but shroffs in 

mandis where there are no branches of the Imperial Bank of Inaia or 
even of the joint stock banks ? — Yes. 

2?7(). With regard to the marketing centres, is not remittance done 
easily through the Government trea^-uries in some of those places?— 

1 can’t say. 

2377. Don’t you think that in places where there are Government 
treasuries money can be remitted through them ? — It may be possible. 

2378. If the deposits are made in the tnandis to some agents of the 
Imperial Bank and the former receive them on behalf of the latter, 
should the agents remit the money to the headquarters of the Bank 
or should they be allow^ed to keep it for local use ? — The agents should 
be allowed to keep a large portion of the collections wnth themselves. 

237t. A limit will then have to be flxed up to which .^uch an agent can 
keep money w’ith himself— a limit determined by the extent of the 
guarantee given ? — Yes 

238(». The more the local deposits are utilised in the centre the lest 
need there will be to send money to the headquarters of the bank ? — 

Yes 
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In answer to quef-tion 55 you have said, Owing to the increase 
in stamp duty the persons willing to discount hundis prefer to lend 
rrh'i ey in the form of a deposit with the borrower in order that with 
a h wer duty pay able to Government a margin of interest be left to 
them, etc, ’ Don’t >ou think if there were re-discounting facilities the 
ad\'antage of turning into cash and making a large turn-over of the 
biisincrt.s ^vuuIq tell heavily in favour of the hundi l — Yes. 

2362, So, even with the existing stamp duty, the facilities of having 
a larger turn-over -would he a great advantage in favour of a trade 
))i]l if there were simple re-discounting facilities? — Certainly so. 

2383. Rai S'lhih Knnwar M of Hal : In answer to question 55 you say 
“ Some of the old banking families which at one time commanded 
great ])rcstige in the local market and otherwise have discontinued 
their banking business during recent years ‘k Why is it so? — Because 
of competition, lack of funds and insecuritj’. 

2384. You say Business at the present time is generally slack and 
the indigenous Hnoff has more than ample funds for the business 
offering itself ”, Don’t you think that for the last ten years the 
rates of interest are keeping rather high? — Yes. 

2385. So when there are ample funds why should interest rates rule 
high in the market ? — That is due to lack of good security. 

238t). Do the indigenous bankers generally help the trade, agriculture 
and industiy of tTic (‘ountry with finance or not? — Yes, they do help 
iiKiustTies and agriculture in general but not in the Delhi city whicR 
is an urban area. 

(T/?f vdtnrss withdrevK) 


Mr. NARAIN SINGH, Honorary Secretary of the Central Co- 
operative Bank, Ltd., Delhi. 

Oral evidence (coucImM).* 

2387. Proft .^f^or Rhahlaoi \ Will you kindly refer to your answers to our 
sjiecial cpiestionnai ro for the Central Co-operative Banks? In answer 
to question 7 you have given us details of the balance sheet of the 
C(uitral Co-op(U’ative Bank as it stood on the 31st August 1929. Is the 
figure l\s. 24,500 given under Reserve Fund correct ? — I am sorry there 
is a mistake. The figure ought to be Rs. 14,500. 

2388. In answer to question 8 vou give the figures under the head ”By 
individuals’^ Possildy you mean ind;\ idual members of co-operative 

societies \ — Yes. ( 

2389. Similarly in the case of “Deposits", ihe> are really the deposits 
of the members only? — Yes. 

2390. ( ould you kindly supply us figures of deposits of non-members 
separately for individuals and local bodies? — Yes. 

2391. Please give us figures for as many years as possible ? — I shall do 
so, 

2392. Evidently question No. 10 of our special questionnaire has not 
been ' understood properly. Wliat we wanted to know was the reserve 
for normal recpiirements and the i eserve to meet emergencies ? — At pre- 
sent there is no special distinction made between normal requirements 
and emergencies. 


* Continued from page 134. 
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Supposing a eri'^is happens then what will you do ? — There will be 
plenty of margin left. 

2394. Further on you have given us your fixed depOMts w ith the lates of 
int re^i. What ue really want to know i*; the auiouut of deposit > under 
eaeh of these heads mentioned by you separately for the last 3 or 4 years I 
— I shall furnish those figures. 

2395. In aiiswau' to question 17 you say that ‘‘the memlitus eall at the 
hank to reeeive c orn^i vie ration money of the pro notes”. i)o tli 'y eome 
from the villages to the city to take the monev i Yes» the\ do 

2396. Which mean unnecessary extra expeiuliture 1 — Y(‘s. 

2397. You are getting your aeeounts audited every year, is it not i- Yes. 

239m, W’ould you please favour us with your audit notes for the last 2 
or 3 years ? 1 shall send them on to }ou. 

2399. You also get the audit notes of all the ''<hu lies alhliated (o (he 
Central Bank ? — Yes. 

2400. At the annual meetings of your Directors have you over discussed 
the audit notes of these societies ? — iS\>. 

240!. Is it heeaus(‘ of the indiffereme of the Direetois oi yi>ii don't think 
it iv youi husiness at all to do so ?* -In fai't the re^-trictions of the De- 
lia rtnuait are so strong that v\(' cannot criticise them to any extiuit 

2402 hni rtiunt : So. you don’t think you are expeeUal to do that/ No. 

2403. ( Jaih/rnii: According to the Maclagan Committee Report 
Central Hanks ought to keej) as fluid resources a sum sufheient to meet 
half the fixed deposits falling due during ensuing year even if no fresh 
deposits wei’c received and no repayments of loans madt*. Have you 
ever worked on that ha.sis conscientiously i During llu^ past few years no 
attempts have been made to do anything in that behalf, (ienerally 
we keep back some un-utili.sed funds for that purpose. 

2404. Eaeh soeietv keeps a certain amount toi meeting urgent require- 
ment^ out of reiiayments made according to its kishtbaiidi i — Ves. 

2i(ie. Ahd wlien the actual real jsat ions arc made they send you only a 
part of it, IS it not ? — Yes. 

2406. \\Tio determines this ratio, how much they should keep to them- 
seivea and how much they should send on to you ? — They themsoh^es 
decide the ctueation. 

2407. The C'tmtral ihiiik ha^ no voice in that N(e 

2408. Have you not been sometimes raising Jre^h depo'^jts jn orde^ 4 > re 
pay vour matured deposits? Nr)t veiy often. 

2400. 1 shall ciuote to you an example. In 1023 you acluall,\ rui'- d a 
deposit of ID. 84,000 from Seth Ram Kaiiwar in order to repay a de}a»sit 
for Hs. b0,()<H) and odd which was due for repayment, and ihen ..^'‘10 
when 8eth Ram Kunwar’s deposit matured >ou raised fn ^h de))ositR 
from the iVinieijiaiity and District Board to pay it up — I < an't say how 
things stood in 1923. 

2410. Will you kindly look up your old records i.nd find out wh^dher 
these facts are correct and inform us abend the c?mct position /—Yes. 

2411. Do you know whose business it is to see tluil the loans are pi c'perly 
utilised by the members of co-operative societies ? - Pos.sibly the Iusj>ec- 
tors or the Sub-Inspectors of c<»-operative societies, 1 do not know 

2412. Are they supposed to make a report to the ( entral Bank iti ^ ases 
of mis-application of funds by the members ? — They hav^e neva-r made 
Bueh a report so far.* 
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2413. You don't think that it is their duty to make such a report to 
you ? — I have received a circular from the Registrar of Co-operative 
Societies in which strict orders have been given not to question the 
object for which loans are taken. Such being the case there is no ques- 
tion, so far as we are concerned, whether the loans are taken for pro- 
ductive or unproductive purposes, or on being advanced, they have been 
utilized properly or not. 

2414. Is it a fact that some of your depositors have been taking only 
a nominal interest? — I am not aware of such cases. 

2415. Shall I give you an example? Seth Ram Kunwar wuis taking only 
3 per cent, interest for some time —Such instances must be few and 
far between, if at all. 

2416. And there have been some dei>osits from Mohammedans without 
interest ? — It may be of small amounts some years ago but that is not 
the ease now. 

2417. Could you please find out for us the exact figures under each of 
these heads sepai ately ? — Yes, 1 shall endeavour to do so. 

241 s. Are the deposits of societies in the Central Bank mostly from 
thrift societies or from co-operative credit societies ? — They are mostly 
from co-operative credit societies. Thrift societies have put in no 
money practically. 

2419. Do you allow interest on current accounts ? — No, except to the 
Municipal Committee and that up to a limit of Rs. 10,000 only. 

2420. Are you aware that one of the functions of the Central Bank is 
to advance the funds of societies ? — I am not aware of that. 

2421. To your knowledge has the co-operative movement been able to 
low er the rate of interest in the mofussil ? — To some extent we have 
been able to reduce the rate of interest. 

2422. Could >ou give me any instance in which the rate of interest was 
in a particular village higher some years back and is to-day low^er ? — 
We have got co-operative societies in villages which certainly have 
affected the money-lenders by lowering its rates. 

2423. That is to say, in villages where there are societies the rates of 
interest are lower than villages where there are no societies? — Yes. 

2424. Has the rate of interest gone up or gone down during the last 
decade ? — About the last ten years ? — I cannot exactly say. 

2425. What is the general impression in the mofussil ; are the rates higher 
or lower today ? — The last tw^o years have been very bad years. 

2426. Is it the general impression that the rates of interest are higher 
to-day or that easier times have come? — I think difficult times have 
come. 

2427. Have you any personal acquaintance with the actual working of 
any primary society ? — I am not personally acquainted. 

2428. Are you aware that in the mofussil areas during the last 17 years 
more land has been redeemed than mortgaged ? — Yes. 

2429. Is that because the agriculturist today does not need to mortgage 
his land or is it because the mortgages of agriculturists are consi- 
dered worthless by the professional moneylenders? — Some times funds 
are not available, but in fact mortgages have not .decreased. The 
revenue authorities have erred to some extent in preparing the statistics. 
The difficulty is that sometimes the same land is mortgaged twice or 
^ven thrice. 

Mr. Naratn Singh. 
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2430. If it is mortgaged twice or thrice, it must be outi^red twice or thiioe 
just as it was redeemed twice or thrice. Why shouUl there be any mis* 
take ?- If there are earlier mortgages subsisting and they are redeemed 
twice or thrice, there must be more redemptions than mortgages. 

2431. But the general amount of redeemed area is very umeh greater 
than the amount of area freshly mortgaged, which is possible to be »'x- 
plained away by two things; either the agriculturists are getting more 
.prosperous or that the mortgages are false 1 — Neither. There might be 

iiiacL piracies iii preparing those .statements. 

2432. You menrioncd soint thing about loans in kind. What is the rate 
of intere.?t charged i*n loans :n kind N- That d( pends npon the prevail- 
ing conditions. No hard and fast rules are laid <K)wti for all fireas ; in 
some places it might be lower. 

2433. What is the rate of interest on loans in kind / — It is generally 
“vc/aso” or riic-fourth. smnetimes hetwt'cn one-fourth and half, 

2434. That means that the loan is taken in kind and repaid in kind and 
the calculations are made in maunds of produce. Is that the ])ractic(^ 
in isolated villages or is it fairly general '- I th’nk it is fairly general. 

2435. At the time when the agrieniturist borrows for seed piirpo.ses :n 
kind, the rates of produce are hightu- in the inarkt4 I- Not nece.ssari'y. 

2436. Take the month of ()<*toher. Is not the rate of corn ordinai’dy 
high in that month than in Ajiril or May ? — YY‘s. 

243tivi. 8o rluat when a man gets 5 maunds in April for 4 maunds in 
October, and converts it into cash at the market rate it does not come 
to 25 per <‘ent. interest '-—Even vvhen it is higher than the market rate 
of interest. 

2437. How f^Sometimes for two months you get 25 per cent., (*vcn i>V 
valuing the price of the corn at that time and at the harvest time, the 
ereditor realises a high rate of interest. 

2438. Is not there a difference of 10 to 15 per cent, in the pricefl 
between October and May ( — Yes, there is a difference of 10 per t;ent. 

2439. That 10 to 12 per cent, must be deducted out of his md earnings 
when calculating interest ? — Yes, it must be deducted. 

2440. You have given us certain rates of interest in your memorandum. 
Have you in any concrete case followed the traiiBackon right up to the 
time of final recovery ? — I have. 

2441. Is not there a wide gap betw^een the stipulated rate of interest and 
the actual realisation by execution of a decree 1 — There is some gap. 

2442. When the agriculturist lends money on mortgage with possi^ssion 
instead of lending money on mortgage without possession, his net reali- 
sation as income from the land comes to be much lower than the stipu- 
lated rate of interest ? — Yes, it is less, but I cannot say definitely how 
mimh. 

2443. Which means that this difference between the rate of interest in 
mortgages with possession and mortgages without possession is really 
due to the fact that in one case there is certainty of recovery by way 
of produce and in the other case there is not?— Yes, it is ho. 

2444. You have suggested something like the moneylenders' bill. Will 
you include the agricultuns, moneylenders also? — I think they should 
he included. 

S445. Will you also include persons who do moneylending occasionally; 
for instance, the Government pensioners? — So far as agriculturist 
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moneylenders and these ijensioners are concerned, the complaints are 
not many. 

2446. Would you include these people? — They may very well be included. 

2447. Would you also ijielude traders who give commodities on credit 
and charg(‘ uiterost after short j>eriods ? — 1 think so. 

2448. Is the villaae moneylender priinarilv a retail dealer, is he not? — 
Yes, he is. 

2449. is he a .small man oi- a big man generally ?— When compared with 
other villages or urban moneylenders ? 

2450. As coin])ared with the moneylenders in other villages and also 
such [)eople in the eit i^cs II e is neither too big nor too small. 

2451. What, (bj you think must be his average income? — I cannot say 
deiinit<‘ly luit coin])ared to other villagers his irieoine is that of an aver- 
age family in the village. 

2452. How much a year is sufficient to maintain his family? — For an 
average family it may he about Ms. 50 jjer mensem. 

2450. Js he himsejf a workei*, or is he a man who employs hired labour? 
— He himself is the worker. 

2454. Just as you are inclined to }>roteet the borrower, wull you be in- 
clined to i)roteet the honest creditor ? — He can very well take care of 
him. self. 

2455. If an honest creditor does not want to live by usury or by oppress- 
ing his fellow people, but all that he wants is a fair margin of interest 
actually realised, would you be prepared to give such a man facility 
for recovery ? — He has already got sufficient facilities. 

2456. Then why is there the gap between the actual realisation and the 
stipulated rate; does the .saiiie gap exist in the case of co-operative 
societies ? — No, the margin is less. 

2457. Thore/ore, if this margin actually becomes less by facilities of 
recovery, will an honest creditor be inclined to lower his rate of 
interest ? — Even if we offer the safeguards he will not lower his rates. 

2458. If he is compelled by law not to recover above a certain rate of 
interest, would you give him any facilities for full recovery ? — In that 
case there is no harm. 

2459. If all that he w;ints in return is ample facilities for recovery, so 
tliat the diff( lence lictween the sti])ulated rate of interest and the realis- 
ed rate becomes much smaller would you allow" him such ample facili- 
ties for recover^". pr(n ided he binds himself down to charge a reasonable 
rate of interest ?— That is a question of opinion. My fair opinion is 
that h(‘ has get enough safeguards at present. 

2460. ^ ou yourself say that there is a wide gap ? — His investments may 
be bad ; there might be other defects. 

2461. Ehouid an honest ci'editor who accepts the limitations imposed 
upon him by statute be given full facilities of recovery ? — Yes, he may 
be given ; ibere is no harm. 

2462 You would not limit your legislation only to rural areas, but you 
w'ouki (W'tend it to urban aretis as well? — It can equally be extended to 
urban areas. 

2463. Would you be satisfied if an honest creditor paid the loan in cash 
to an agi it ultui ist by a cheque on your Central Bank, so that the 
Central Bank may maintain a running account? — Experiment has not 
been tried. 

M r . N a ra iji S i n gh . 
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51464. Will you be satisfied if a cheque is drawn on your Bank or on 
a post OflSce, because then there will be no question of his keeping 
accounts in the form you wish him to keep them. Money will be paid 
by you and payments made through you and automatically there will be 
proof of money having been paid or repaid ? — Yes. 

2465. Turn over to your answer regarding mortgage banks. You say 
that the mortgage banks can advance for the sinking of wells and agri- 
cultural improvements. Your primary object is to finance land im- 
provements, Is not the faJcm i system also for land imjirovement ? — I 
don^t think so. 

2466. What are the difficulties ? — Enough money is not forthcoming tor 
that purpose. Resides money has to be returned within certain years 
and people are put to very great personal inconvenience. 

2467. And exjiense as well 1 — Yes, to some extent. 

2468. How much amount for land improvement can stuh a mortgage 

bank actually lend with safety, consid^u'ing the Land Alienation Aet 
and the existing heavy indebtedness, for such improvements ? 1 don’t 

suggest that loans bar land improvement sh<nild bt* given to all p(s>pb*, 
but only to those who are either free from indeldeclness or not indebL 
ed very mneh. 

2469. But you say siuh }>ersons are few' ? — Yes, 

2470. You suggest that the margin shouhl he 50 <’eTit. of the hiaufl 
advanced. What pereentages do yon think have not already reached 
this limit of 50 per cent. I — I think vt*ry few nuist have reached this 
liiii it. 

2471. Among tht' iiulehted people who have niortgagid their lands, cudy 
a fev\ |)eo))ie haia i eached tin' limit of 50 per cent. ? Yes. 

2472. Do you t h iTik scihstant ial amounts of money can la* raised in Delhi 
fi'om the sale of deljentures issued on the seciii'ity of land ? I think so. 

2173. Do you agree that to tin* e\t<‘nt that the Land Alienation Act 
exists, the securitv on whieh dehentnres can l>e floated is nraterially less 
—Yes. 

2474. Do yon realisf* that if land is leased for 20 years and money is 
not paid for 7 or 8 years, tlno'e would (Uily remain 13 years’ le.ase, and 
do you think if thi.s years’ lease were pu}>lie!y anetioned in the rase 
of non-real isation of lean, a • uhstantial unmlnn’ of people would he 
found willing to take saeh lea-'*- when a nninher of sueh leases are auc- 
tioned?— I cannot say ; jreople might be found. 

2475. Do you know' that if land is sold l)y public auction, the price 
realised is very much less than when sold by private negotiations? — 
Certainly, it is less. 

2476. If the market is offered at one moment a niimher of 13 years’ leases, 
how much money do you think can be realised as compared to the mort- 
gage money ? — I have not thought oyer this question. 

2477. Do yon know that an ordinary depositor of any bank can add his 
interest to the principal after one year? — Yes. 

2478. So that a debenture holder who advances money instead of keep- 
ing a deposit in the central bank will consider this fact when he buys 
the debenture, and taking that into account for how much a debenture 
for Rs. 100 will be sold if it 's payable after 10 years?— I have not made 
any calculations of this sort. 

2479. Kanwan Moii Lai : In your memorandum you say that if the 
grant of such loans is made on the recommendations and through 
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central co-operative banks, much greater benefit will accrue to the 
borrower under this Act, In that ease will there be no delay? — Even 
now it takes al>out a month to grant loans. 

2480. But now the officer in charge is only one and then there will be 
two officers and consequently more delaj'? — No, that will not make 
much difference Now the Revenue Officers do not meet their demands 
as they ought to do, 

2481. In answer to Question 21 you say that ^‘the cultivators may be 
able to raise money on the produce at the least possible rate of interest. 
At present no fjicilities exi8t’\ How can you say that there are no 
facilities. Havw^ you any personal experience ? — Yes, it is my personal 
experience, being a zcimindar. 

2482. Can you quote any instance My personal experience, and many 
instances will be forthcoming. 

2483. Do the znmindarsi mostly bring the produce to the mandis, or the 
sahukarH ? — I think the agriculturists do so. 

2484. In reply to Question 64 you say that there is great prejudice 
against the indigenous banker. Do you mean the moneylender or the 
indigenous banker ? — I mean the money-lender. 

2485. Does the co-operative society make recoveries at the time of 
harvest ? — Yes. 

2486. Then if the moneylender makes recoveries at that time, whore is 

the harm ? — Recoveries are not harmful, but his tactics are harmful, 
because he takes away all the produce and does not leave anything for 
the requirements of the agriculturist. ^ 

{The witness withdrew.^ 


'Mr. Naraifi Singhs 
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Delhi. 

Replies te tlie queeHonneire. 

2487. 2* The rates of interest stipulated in urban areas range between 
6 and 9 per cent., and those in rural areas between 12 and 18 per cent. 
The stipulated rates of interest depend on the nature of the security 
against which the loans are advanced and the financial pf>Rition of the 
debtor. >Ioney advanced in very small sums (say, in sums varying up 
to Rs. 100) to persons with no assets whatsoever is occasionally given 
on as much as 24 per cent. This does not ineAn that those are the rates 
of interest actually realised by the creditors. The interest is generally 
calculated on the running account at the end of the year, but when a 
balance has been struck and the amount due settled, interest is calculat- 
ed at simple interest little before the limitation period of three years 
expires. The estimated interest for the first year is, in rural areas, 
sometimes deducted from the principal advanced. Recovery through 
courts is generally avoided. The village moneylender imagines that he 
has got a sort of a right on the agriculturist's crop for recovery of 
his inonev and generally demands his money when the crop has Deen 
cut and oefore it is removed. 

2488. 12. The system of loans in kind for seed purposes round about 
Delhi is generally as follows. The creditor gets li times the quantity 
lent out by him at the time of the harvest. 

There is no difference in the rates of interest on loans advanced 
for permanent improvements and those given for other Bi)ecial needs, 
except in so far as results from the nature of the Hecurity offered in the 
two cases. It generally happens that the borrower borrowing for capi- 
tal and permanent improvements has a better SfH'urity to offer and 
therefore pays a lower rate of interest. 

2489. Except in the case of bonds no period is generally specified. The 
security against which money is advanced is in some cases ornaments, 
hut in most cases only the general assets of the borrower. 

2490. Ordinarily the loans are repaid when the crop is ready. 

2491. The rates of interest stipulated in the case of loans without se- 
curity are generally exorbitant, but not only the risk of losing the 
capital is usually very great but even when recovetid, repayments in 
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«maJl doses and spread over a long period of time are made. Besides 
this at the time of settlement very ample reductions are made, bringing 
down the net return much below the stipulated rate. Taking the 
actual net return into account, we do not consider the stipulated rates 
of interest in any way exorbitant. 

2492. 55 . The following are the communities which practise indigenous 
banking and nioneylending in this Province: — 


Aganvals {vaish and jaim)^ jats and gujars. 

2493. 66. In the village areas there are practically no bankers in the 
real sense of the term. There are moneylenders who combine in them- 
selves the functions of a parchunia (retail provision deader) with those 
of lending money. This is mainly necessitated by the practice of 
a/dvancing loans in the shape of food stuffs and other necessaries of 
life and receiving back produce in payment of the loan. 

2494. Among the rural income-tax assessees of this class there are not 
more than 30 per cent people who live exclusively on inone^ -lending. 

2495. In the city inone^ -lending is usually combined with business in 
gold and silver, and the banker in this area mostly combines the 
banking business with all sorts of trade. Hardly a few are pure indi- 
genous bankers. 

58. The Income tax Officer, Delhi, has already given a statement 
showing the amount of capital employed, the expenses incurred and 
the earnings from interest. 

2497. The- no relationship whatsoever between the city banker 
and the village money-lender. The village money-lender, however, has 
got dealings with the money-lenders or shroffs of small towns in his 
neigiihon rJiond, Mahrauli, Najaftrarh and Narela. 

249S. 61 . The village moneylender confines his operations to his own 
capital generally, and in times of emergency he supplements his own 
capital by means of borrow’ ings from others engaged in the same trade 
or business. It is very seldom that he receives deposits as banks do, 
but occasionally has got deposits of some of his lelations with him. 

2499. The indigenous banker in the city invests partly his own capital 
and partly raises funds by selling hundis m the market and receiving 
deposits from others. The latter, however, are generally declining, and 
most of the deposits with the indigenous banker in the city are those 
of his relations and friends. A general estimate^ of the deposits may 
be made from the figures alread\^ siipplied relating to interest paid on 
deposits by the indigenous bankers, 

2500. 62. The rates of interest allowed on deposits vary between 3 and 

5 per cent, according to the credit of the indigenous banker and the 
general state of tjhe money market. These rates do not vary in differ- 
ent seasons. One indigenous banker charges to another generally at 

6 per cent, without any security. 

2501. 63. The figures iu statement referred to in answer to question No, 
61, show that the average rate of estimated interest comes to about 10 
per cent., but the actual realisation as a matter of fact is much less. 

2502. 64 . There is no prejudice either against the indigenous banker or 
the moneylendeh in this Province. 

2^. 66. The figures supplied in statements referred to above show 
^ that the net income estimated by this Department in the cose of rural 
Moneylenders and bankers varies between 9 and 11 per cent, and that 
Seth Permanand Jain, 
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the urban area bankers and moneylenders a little below 6 per cent. 
Vy own impression is that indigenous banking business is declining 
iti rural areas and dncreasing in the towns. 

5504. 66 . The indigenous bankers and moneylenders cannot meet all the 
demands made on them both on account of the insufficiency of the work^ 
ing capital and of the unacceptable nature of the security offered. 

2505. 69. No: but there is a marked tendency in the villages to with- 
draw money from the villages and re-invest it in the city. 

2506. 81. The habit of the people to hoard gold and silver as a form of 
investment is greatly weakening^ but ornaments made gold and 
silver are coming into increased use among a larger class of oeople 
than before. An estimated annual average of the amount of gold and 
silver (based upon three years' figures) sold by the incoine-tav ussessees 
among the gold and silver dealers has already been supplied. 


2507. 90. The following figures indicate the interest on Clovernnicnt secu- 
rities on which tax has been deducted at source by the Treasury 
Officer. The figures seem to suggest that whenever business condi- 
tions are bad, investments in Government securities go up. 

InieieMt on 
(lovernment 

V'tfi’. mn'un fir's 

)»v 

til 'f’lva^ury 
Officer. 


I ‘.>2(0 2 I 
1021.22 
I022.2:t 
1<»23.24 
1024-2.*) 
102o-2« 
l02(;-27 
1027 2S 
1028.29 


60,036 

58.330 

44.824 

77.280 

82,376 

1,18.560 

78,490 

75,328 

1,16.053 

3.36,224 

5,48,231 


Oral evidence. 

2508. Chairman : You are the Income-taiX Officer in charge of the Delhi 
Circle ? — Yes, District side. 

2509. Your office here is subordinate to the Income-tax Commis- 
sioner of the Punjab? — Yes. 

2510. Could you kindly tell us what the total revenue from income- 
tax in this Province is ? — It is nearly 9 lakhs of rupees on the District 
side. 

5511. How much is realised from the Delhi city itself? — The collections 
are mostly from the Delhi city. 

2512. What proportion of *t ? Will it be about two-thirds ? — ^Much more 
(ban that 

2613. Very little from the suburbs? — Yes. 
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f 514 . Has the itiooine*tax revenue been hlcreasi^i during the last tenr 
years ? — Yes, more or less since the present Department was reorganised 
in 1922. 

2515. By what percentage has the income increased 1 — I could not tell 
you that, but the increase has really been due to increased vigilance 
and better administration of the Department. 

2516. And you don^t think it is due to increased income of the people 
generally 1 — I don’t think so. 

2617. Laid Bal Ki^hen : In answer to question No. 55 you have said 
that the communities which practise indigenous banking and money 
lending in this Province are the agarwalas {vaish and Jains), Jats and 
gujai s. They are mostly doing the money-lending business in the rural 
areas, is it not ? — Yes. 

2618. Do you think the jat and gujar money-lenders are on the 
increase ? — Yes. 

2519. Later on in answer to question No. 69 you say ^ 'there is a marked 
tendency in the village moneylenders to withdraw money from the 
villages :»nd invest it in the city”. Do you mean the agriculturist 
moneylenders 1 — No, the non-agriculturist moneylenders. 

2520. The agriculturist moneylender has gradually taken the place of 
non-agriculturist moneylender in the villages, is it? — Yes. 

2521. From your experience of both the agriculturist and the non- 
agriculturist moneylenders do you find that the former method of 
business are just the same as of the latter? — Agriculturist money- 
lenders are not so clever but they are harder. 

2522. Money has not become cheap to the borrowers because of the 
introduction of the new^ <*lass of agriculturist money-lenders, has it? — 
No. 

2523. What is this migration of the non-agricultural moneylender from 
the village to the city due to ? — Because he gets a better security for 
his money in the city than in the village. It is more risky to deal 
with the rural population. 

2524. Why ^ — Because the borrower does not pay back regularly in the 
village. 

2525. In answer to question No. 56 you say that "the money-lender in 
the village is also a provision dealer in most cases and this is mainly 
necessitat<ed by the practice of advancing loans in the shape of food 
stuffs and other necessaries of life in kind”. Is this due to the fact 
that in the village, an average man has not got cash enough to buy 
his necessities in cash and therefore the moneylender has to combine 
the two functions together or for any other reason ? — It happens this 
way. When a loan is advanced in kind it is also repaid in kind and 
so the money lender has to find out other avenues to deal with the 
sttrff and so naturally he resorts to lending in kind as well. 

^526. Profc^.djr ('}nihlaui< Is this note of yours based upon your general 
imiuessions or is it based upon a scrutiny of the actual cases that have 
come to your notice officially ? — This note is based more or less 
entirely on the records maintained in my office, and it has been 
prepared in consultation with practically all the income-tax officers and 
the other executive staff of the Department in Delhi. 

2527. May I know who the other officers are? — Three income-tax 
officers, 2 assistant income-tax officers and 4 inspectors. 

. 2528. What are the duties of these inspectors ? Do they go round to 
make loc^^l enquiries ? — ^Yes, they do. 

Seth Permanofid Jain, 



227 


So lihen thia nilte^ojf 5"our8 has been prepared by men who have 
%ad considerable knowleoCge of the actual business of the income-tax 
aasessees in this Province ? — Yes, 

M30. And it nia>^ be presumed to represent the general conclusions of 
>"Our entire staff including two of your colleagues ? — Yes. 

2531. You have sent us two statements one showing the net income 
estimated by your department in the case of rural money lenders and 
bankers and the other giving figures for both the rural and urban 
areas conjointly ? — Yes. 

2532. Have you got the figures for the urban areas separately ? — ^The 
difference between the two figures will give you the estimated amount 
for urban areas. 

2533. I would like to know whether you have excluded the deimsits 
of the joint stock banks in the urban areas from the figuies of 
deposits you have given us ? — Deposits of joint stock banks have been 
excluded from these statements. 

2534. Nor do the income-tax figures represent any income ol the 
joint stock banks ? — No. 

2535 In answer to question 66 you say "‘our owti impression is that 
indigenous banking business is declining m rural areas and increasing 
in the towns”. By indigenous banking you mean hei% money lending 
Or the liusiiicss of nhraffl — Yes, money-lending. There are practically 
no >shro^^ in lural areas. 

2536. And not the hufuH business? — No. 

2537. In connection with your estimated annual average amount of 
gold and silver sold by the income-tax assessees among the gold and 
silver dealers, I suppose you have excluded the business done by the 
joint stock banks ? — Yes. 

2535. Then what do these figures really i*epre8ent ? — We have given 
you these figures from our owm records for dealers in gold and silver 
with whom we were concerned, 

2539. These dealers may have made their purchaser of gold and silver 
directly from other dealers outside the Province and they might have 
also received a part of the supply from the joint stock banks as well, 
is it T'ot ! — Yes, it is very likely. 

2540. Now* from your own experience of the department can you loughly 
tell us how much of this gold and silver sold bv Delhi dealers may be 
presumed to be consumed by the people of the Province as against 
those purchased here but consumed outside the Province ? — My own 
impression is that most of the gold that is purchased in Delhi is not 
used up in the city or the Province itself but is sometimes uHCtl op ui 
places like Panipat, Sonipat, Rohtak and other places. 

2541. AVTint I am asking you i.s whether towns like Ambaba, Amritsar, 
Cawnpore, Lahore, etc., don't make their fuirchascs of gold and silver 
here in Delhi ? — No, they don't. 

2542. Boutchly speaking, w*hat do you think must be the proport iot> of 
gold and silver sold by Delhi dealers to people outside the llelhi Pro- 
vince ? — I can't tell you. 

2543. Would you kindly consult your staff and tell us tne result of 
your enquiry ^ — I shall try to find that out if it is possible and let 
you know. 

2544. Regarding income-tax on income from Government Fccurittcs, T 
suppose you have excluded the figures of securities held by banks ^ 
Yes, and those held by charitable institutions and by people whose 
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income is not assessable. I wouldTfike to modify 1117 answer. Poeribly 
some nf the securities held by joint stock banks aught also have been 
included here. 

2546. You are aware that the head offices of all joint stock banks 
that operate in Delhi are outside Delhi and the banks’ Government 
securities are held only at the head offices? — Yea; then it has been 
excluded altogether. 

^546. It is only the head offices of these banks that invest in Govern- 
ment securities ? — Yes- 

2547. Regarding the rate of interest prevailing in rural areas, I suppose 
you have for moneylenders who do not give you actual accounts, some 
kind of rough working rules for purposes of assessing their income-tax 
which are based upon the experience of recorded cases ? — Yes. 

2548. Quite a large part of what you call the estimated rate of interest 
is merely u presumptive rate of interest for the purpose of assess- 
ing income-tax ? — Yes. 

2549. And when you say that the actual realisation by these village 
money, lenders is less than the stipulated rate, that too is based on a 
cer^m percentage of cases which have come to your knowledge offi- 
cially 2^Ye.s, as a matter of fact I have added a note about that. 
2560. That is what I wanted to know. Thank you for your assistance. 

2551 . Kanwar Kloti Lai: You say in answer to Question 12 that the 
creditor gets Ij times the quantity lent out by him at the time of the 
harvest. Is there any difference in rates at the time of lending produce 
for purposes of seed and at the time of the harvest ? — When the produce 
is lent out for seed purposes the rates are higher than at the time of 
the harvest, 

2562. Then the actual rate of interest is not 26 per cent., but it is 
mflch less ? — Of course sometimes it comes to much less than the actual 
price of the produce lent for seed purposes. 

( Witness withdrew.^ 

The Committee then adjourned till 11 A. m. on Wednesday, the 16th 
April 1930, at New Delhi. 


Pcrmanand Jain. 
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rNTER\TEWS. 

Naim H. L. Cluiblaiii*t intarviawf will Mr* S* C. Fosdor^ 

Agents Canlnl Bonk of India, Ltd., Delhi, regardliig Qumtion 
Nos« SS^^SB of the Committee’s Questionnaire, on 7th, 9th, lOth^ 
15th and 16th October 1929, and 15th and 28th Jinnary 1930. 

5^53. Delhi ig easily the biggest banking centre between Calcutta afe 
the one end and Amritsar at the other end. It has banking transao* 
tions with almost all the great inandtit in the Punjab on the one side 
and the United Provinces on ths other. It is a hnancing centre for 
nwndis like Bhatinda, Panipat, Rohtak, Kosi, Biwaui, (ihariabath 
Hapur and Meerut. It has not only direct commercial dealings with 
th(^e wandisy Init it is also the financing centre for busiiv^Be l>etween»r 
these wand is and other commercial centres in northern and central" 
India north of Bombay. It is the connecting link with tlu various 
commercial centres in Northern India in the financing of both mport 
and import trade mainly through the agency of artiflw. It is mote a 
centre of collection business, in demand bills than of trade In commo* 
dities for other smaller c'entres. As a tnandi of coinmodilitvs, B is 
market to a limited extent only. 


2554. 56 - 58 . The indigenous banker in Delhi does not finance agri* 
culture; he helps trade and to a limited extent industry, but keeps 
no deposits with any industrial conoeriu 

2556. Indigenous bankers do not take any regular current deposits, but 
they compete with established joint stock hanks for fixed dcjiosits. 
They keep their fixed deposits with tninks only mo* th** rrnnM^t 
rate of interest is low. Supposing tUc luaiktt rate at any tune of 
the year is 3 to 4 per cent., they are then prepared to keep money in 
fixed deposit with the bank at a higher rate, say, 5 per cent., for a year 
or .so, coming back to the bank for an overdraft against the saino deposit 
on a little higher rate of interest, when the market rate makes it profit- 
able for them to borrow at the bank's rate and invest it at a profitable 
rate in the bazaar. The rates on deposits offered ljy the joint stock 
banks do not aUvays follow the market rate of interest in the city, 
becausi‘- the bank considers the average rate On which they can accept 
deposit throughout the year in view of the possibility of investing 
funds not only in this city, but also elsewhere in grain centres at a 
more profitable rate. 


2556. The joint stock banks here generally do re discounting business. 
Of the total discounting business in the city nearly 75 per cent, of the 
bills are held over for maturity by the indigenous ihroff^ themselves, 
the remaining 25 per cent are offered to the banks for rediscounting. 


♦ * * 
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About 60 lakhs worth of are purchased by the bank from the 

indigenous shroffs every year on the various to\vn>% mostly the ports 
except Madras. No usance humdi* from mofussiL centres roi^d alK>ut 
Delhi ever crome to the Dllhi banks for discounffidg. The indigenous 
hankers purchase the demand bills them.s«lreB from rhe surrounding 
mnndu at a rate of exchange Tan|^ng jbetwpen 6 and S annas per emt- 
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A bank sold Ij "crouds worlb of dtiafts in a year on its own branches at 
the port towns. It is a practice among the indigenous bankers gene- 
rally to take full advantage of the absence of branches of joint stock 
banks in the mofiifisil. They sell hundifi in the shape of demand drafte 
^ such centres at a very high rate of exchange, but they rarely do this 
m the Cj^se of bills on port towns or inlancf centres where there are joint 
stock banks^ branches. So far a« the port towns are concerned, the indi- 
genous banker buys demand bills from the mnndis and sells thern to the 
banks. About 2 per^ cent, of the usance' billa rediscounted by this bank 
are drawn on inland’ commerciaf centres such as Amritsar, Lucknow, 
Cawnpore, etc. 

^57. The business in Delhi is not confined to professional shroffs 

offs'hlinkersi: it irvery common for persons like pensioners to invest their 
Woney in h^iridis rather than ke^p it as a deposit in a joint stock 
bank. ' Nearly 10 per cent, of the hundi business of Delhi is in the 
hands of such persons. The joint stock banks also deal in hmidis; 
but ^ their busineae in hundis is in reality rediscounting of the same. 
Of the total funds available for investment from the public about 
3S per cent, is absorbed by Governmemt securities including treasury 
jHbills, 22 per cent, go into the hands of shroffs and the remaining 44 
per cent, goes to the banks in Delhi. 

2558. The joint stock banks here generally change their rates with the 
^Imperial Bank of India’s hundi rate. 

2559. 69 . Of the total amount of means of payment needed for the 
marketing of produce in Delhi and the neighbouring viandd^s cash in 
the form of silver rupees iuid notes conatitules aa much as (50 per 
cent., and the indigenous bankers^ h uadis 30 per cent., only 10 per 
cent, being financed by the joint stock banks including the Imperial 
Bank. In inter-shroff business the instrument generally used is a 
promissory note in form; but the custom of the place makes it in 
reality a usance bill for 30, 60, or 90 days according to the implied 
or expressed understanding among the parties. This device enables the 
market to avoid the stamp duty on usance bills. 

2660. There are three kinds of bills in the market, demand bills, usance 
bilL and documentary bills- The documentary bill is not generally 
looked upon favcurably by the indigenous baoiker. The interest on 
the usance bills is the same as on documentary bills. Documentary 
bills are generally export bills and go from Delhi market mostly for 
collection at port towns. The banks put a limit on the amount of 
business of demand bills and usance bills in the case of each individual 
shroffs but there are practically no limits on the amount of money 
lenf against documentary bills which are generally discounted with 
a margin of 10/25 per cent, for safety. 

2661. 60* Loans against mortgage of property are generally shunned by 
joint stock banks here, though some of the banks a few years ago 
used to do a substantial amount of this business at a high rate of 
interest. This business generally is now in the hands of the indigenous 
shroffs or sahukars with an average earning of 12 to 18 per cent. 
Private individuals, and retired men from various services indulge in 
these forms of investments to get better interest than from joint stock 
bank deposits. 

5662. The system of cash credit among such banks, is in existence, but it 
is not 8o«*6tanmon as the sale of hundisy as the latter carries with it 
greater prestige in the market. 

Mr. S. C. Fozdar. * 
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JW. tt. The Indian joint stock banks WceivoUlxtd d^poifiB generally for 
six or 12 months. They generally do not care to accept deposits for 
longer periods. 

♦ 4 
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******** * 

2564, Ths inter .shroff rates at Delhi affect the joint f^tock banks seriously 
so far as their deposits ,are concerned. In the market this day-to-day 
loan business is done in large volumes between the shroff at the rata 
of 6 pies per cent, per day, which woiks out at nearly 11 per cent, 
with the result that the shroffs instead of keeping deposita in theil^ 
current accounts w ith the joint stock banks, affe<^ adversely 
deposits of the joint stock hanks. The reason why the sk^off s tymtei 
to borrow from one another, at a high rate of interest rathdr than 
from the Indian joint stock banks is partly because they wish to kee|i^ 
the knowledge of their transactions kuowm to as fewr people as pos«iblet 
partly because they know' e^ch other’s financial position mote inti- 
mately; partly because they Ha^^e-iiot to go through the fornflalities 
which a joint stock bank has to insist upon, being the trustee of publkl 
funds, and partly because of the moral obligations recognised a% 
binding on them so far as their mutual relations are concerned. The 
inter kA/ )// rate in the busy w?ason is 6 pies per day per cent, and ijf 
the slack season it dwindles down to 3 pies per day per cent. These day^ 
to-day loans aie generally changing hands every day and are seldom 
kept for a longer period than a week with one party. 

2566. The joint stock banks do not vary their rates of interest according 
to the securities offered, because their principle is that the best of secu- 
rities only should be accepted in the ^ape of Government Promissory 
Notes aad approved shares of various concerns. Title deeds of property 
are generally avoided, as such investment causes embarrassment by lock- 
ing up their liquid resources. Such variations prevail only in some banks 
whose investments are generally in the shape of mortgages which lire 
considered semi permanent investments. The variations in their rfttcs 
of interest are only seasonal and follow the lead of the Imperial Bank 
of India. The joint stock banks generally charge 1 to 2 per cent, over 
the Imperial Bank of India huruJi rate, with a minimum of 6 per cent. 
The Imperial Bank of India’s hutuii rate is generally the bank ratt? or 
half per cent, below the bank rate in the slack reason, w'hile the joint 
stock banks’ hinuli rate generally is 1 per cent, over the lm|)erial 
Bank’s rate reaching up to 9 iier cent., in the busy season. The 
only scope, therefore, left fon the joint stock banks for first class 
business is to take into account the probable fall in tho bank rate 
during the following months. They can do busiuess at a remunerative 
rate only when the dank rate is high. 

2566. Rate of Interest . — In 1924-25 the market rate of interest went high 
and the hanks borrowed money even up to a rate of 8 per cent, per 
annum so much so that the exchange banks were offering openly 0 
per cent, for short deposits. On the whole, during the period 1923-29 
with the exception of three months specified above, the rates of 
interest have practically remained the same every year, varying 
between 4 and 7 per cent During the months when the Government 
of India contemplated flu iting new loans the rate of interest was 
generally pulled down to 4 per cent, to induce the public to invest 
their funds in the new loans, while the rate during liW remaining 
period of S months in a year went up as high as 7 per cent., sometimes 
even to 8 per cent, for a few weeks unnecessatlly. 
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2567. Thar^ i» no^llir^udice in the market against indigenous bankers 
at ail: it will be more correct to say that there exists a prejudice 
against joint stodi banks. Gendraliy the indigenous banker enjoys 
a high reputatioif in the market. 

^8, 66, On the whole, I think that the capital available for lending is 
insufficient to meet all demands for accommodation in Delhi, but if 
the documentary bills were more common, and there was a branch of 
the Eeserve Bank in Delhi to rediscount good genuine trade bills to any 
extent, considerable improvement in banking facilities is likely to take 
place. 

^69, 67 . At present there are very limited remittance facilities available 
*to^ trade except in places where there are branches of joint stock 
hanlts. ^ The banks seldom avail themselves of the facilities offered 
by thej^mpetial Bank in the form of supply bills as rates charged are 
too unattractive for any decent bank. The Imperial Bank itself some- 
|ime^ adopts a policy of almost prohibitive rates: for instance, the 
rate of remittances between the city branch and the New Delhi branch 
^ of i^he Imperial Bank is as high as 3 .annas per cent, on cheques of 
^ founts exceeding Rs. 5,000. Even this facility has been stopped. 

The competition in remittance business and drawings on port 
towns ^s of a very special character at Delhi. The indigenous banker in 
Delhi not only endorses the darshani hundis bought by his firm 
Jtom the mandis^ but also competes with the other banks in remittance 
partly by sending those hundis direct to his artias at Calcutta or 
Bombay, a>id partly by creating drawings by his own hundis which 
are offered, as stated above, at 1 anna to 1 anna 6 pies per cent, to the 
other exchange and joint stock banks. Genoraily the banks would 
prefei’ to have endorsed hundis to clean hundis for collection and dis- 
counting but in the case of shroffs who are on the approved list of the 
bank clean hundis are accepted. Not only the indigenous shroff issues 
such clean bills to the banks, but sells them in the market also at 
pi*^Tiium. In this way he is a serious competitor of the joint stock 
U^nks iaHremittaii<^'e business and drawings. 

2571^The foreign exchange banks are another keen competitor of the 
Indian joint stock banks in remittance and drawing business. It is 
but natural that on arrival of foreign bills for collection they should 
have ample funds collected at their branches, which they have to 
remit to port towns for investment in export bills by their port offices. 
This they must do by hook or crook, and in doing so they do not mind 
the loss of interest. So they offer generally 50 per cent, cheaper rate 
than the joint stock banks who have to count pie to pie interest 
on their investments as they have to pay heavy interest to their 
depositors. Moreover, even if these exchange banks have to invest 
funds in the bills business out of their local deposits, they are still 
in a better position to compete because of the lower rate of interest 
which they pay to their depositors owing to their prestige and stand- 
ing. These exchange banks take advantage of the remittance facilities 
of the Imperial Bank of India by paying them 6 pies per cent, even 
when they can buy drafts from the Indian joint stock banks at a 
cheaper rate. 

2572. The competition of the Imperial Bank of India is still keener than 
this, §s they have ample funds at their disposal at practically no 
interest and as owing to their account with Ihe treasury they can pay 
for their remittances by book entries in their branches which exist 
now in even small places. The- competition of these branches is un- 
bearable by the joint stock banks. Moreover, they try to sponsor 
Mr, S, G, Fozdar. 



business of indigenous bankers wha are naturayi? ffirlined tii them 
work more than to the jcunt stock banks, because they save a little 
by discounting hundis at the Inoiperirt Bank to a certain extent, instead 
of joint stock banks. 

2573. For remittance to Calcutta, Cawnpore, Peshawar, Lahore, Karachi, 
Indore, Bomhay, Gujerat, and Nagpur a person can get in Delhi the 
hnndi.^ of indigenous bankers as well as drafts of hanks; to Hyderabad 
L'^eccan neither: to Madras only hank drafts: to Jaipur, Bern war, Jodh- 
pur, Ajmer etc., both the hundis and drafts are easily obtainable. 

2574. Bills as well as bank drafts on Calcutta, Bombay and Karachi are 
for remittance purpo.ses to a large number of itdand trading 

centres with which Delhi has got tlealings the bills on th^e places 
ahvays command a sale in the inland eenties. In the absence of 
direct banking facilities or sufHcient coverings for remittance and 
dravcing from Delhi to other centres, the traders generally accept 
and send bank drafts oi* demand handle at the Poit towns tvlnrc all 
the adjustments are effected through some banks or art ins. Similarly 
a ZiK/idi on Delhi settles quite a large nuinl>^‘ of transactions lastween 
a larger numl>er of tuntuh^ ii\ the United ProvinccB and in the southern 
poi non of the Punjab and in practiially the whole of Kajiiut ina. 

2575. 68 . Trade lietween Delhi and the raofussil rnandi dealers in gene* 
rally financed l)y hufid/y and metallic ca.sh. For tnstan -c, as much ^ 
30 to 40 lakhs a year wa.s sent to Hapur during the busy season by tTO 
local banks in Dtlhi in the form of rupees; and abv>ul !(/ lakhs more 
of lupee.s were brought to Ilapnr from Meciut and other phices. 
Notes arc not geneiall.p in us<> iU the nautdis, 

2576. The i»il!s drawn on the ports arc purely demand bills for remit* 
taiM‘'‘ purposes. Most of the usance bills are genuine trade hills or bills 
drawn on pt rsons who are generally reported to do genuine trade 
Imsiness. Hardly 10 per cent, of the business done in these bills is for the 
j) \rj)os(‘s <0 taking advantage of the current remittance charges 

(uu* phicc to another, or of the difference in tlie l atea. of iut«rest 
diff( t ent commercial centres. Delhi being a commercial rity» there is 
ample scope for employment of funds Here aKd very little ItnoRey U iS 
j-arp’os to be moved to another place. 

2577. June, July and August are the inonth.s in which we have a slack 
sea .son in Delhi when money cannot V)c invested profitably by the 
indigenom-a bankei to his satisfaction. In this season the indigenous 
brnke?' cither offers his money on fixed deposit (<> (he bank, as has 
been said pieviously, or transfers his funds to grain centres in the 
suMounding areas such as Hapur, Hissar, I’anipat Ghaziabad, etc. 
In the niofassil, grain is available for sale from May. It is stored 
generally in pits and sold in the subsequent months according to the 
demands of the local consumers or from the ports. .Morny not then 
tian^ferred eitlmr to the port*- or to the otlvr cinumercial centres, 
there beii.g slackness all round. On an average l/3rd of the outlay 
of the indigenous bankers goes out in this way to finance grain trade 
in the wand is in the surrounding areas. 

2578. The total amount of discounting business in dar^hani bills drawn 
from Hapur on the port towns vvas a fluctuating quantity during the 
last decade. Between 19*.’ and 1928 the amount of such bills on the 
ports was on an average about 12 lakhs. The amount nearly doubled 
Itself between 1924 and 1928, but since 1928 owing to the condition 
of export business in Hapur, the bills' business has declined once 
again to the level of the year 1924. 
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2679. The aetual cadi (coin and notes) remitted hy banks from Delhi 
to Hapur through the agency of the banks during the busy season was 
about — 


Year. 

1923 

1924 

1925 
19j0 
1927 
192j^ 
1929 


Amount in lakhs. 

22 

37 

66 

65 

63 

69 

42 


Of this ajnount about l/3rd returned again in cash to Delhi every 
year. 

2680. It is better to reduce than to abolish the duty on bills, as a low 
uniform stamp duty, say four annas, would greatly stimulate the use of 
usance bills, while maintaining its prestige as a valuable document. 
The court fees on proceedings arising out of a hypothecation bond 
(stock-in-trade) should be remitted.* 

2681. 69 . The funds in the hands of indigenous bankers were generally 
employed throughout the year. In the busy season the indigenous 
banker in the mofussil is dependent for help on the bankers in Delhi. 

2682. 71. At present the force of custom in Delhi enables the banker to 
apply successfully moral pressure on the endorser to pay before due 
date if the drawer fails at any time; but it is very doubtful whether 
this is legally enforceable: if it is not, some change in the law is 
obviously necessary in order to extend the use ®f usance bills general- 
ly* 

2583. 72. If th# Indian indigenous banker or even the money lender of 
the mofussil was recognised by the Government and given the same 
facilities for recovery as are open to the co-operative societies, it is 
"^^©ossible to make the shroff in the mofussil a link between the joint 
stock banks in big commercial centres and the financing agency in the 
village. 

All; Qila3ses. of people use cheques in the city of Delhi. Since 
the abolition of the duty there has been a considerable increase not 
only in the amount of the cheques used, but also in the number of 
^ people who use cheques. The cheque forms in use here are printed 
in English, but entries and signature by the customer can be written 
ir* Urdu and Hindi if he so desires, but only a very small percentage 
of cheque using persons actually do so. 

2585. The co-operative banks and Government, through their Post Office 
Cash Certificates and short period loans in the shape of treasury bills, 
compete unfairly with the Indian joint stock banks in the matter 
of attracting deposits. The investing public is under the impression 
that Government is behind the co-operative banks, and in addition to 
this advantage, these banks offer a much higher rate of interest on 
deposits than the Indian joint stock banks can afford to give. The 
rate of interest paid on Post Office Cash Certificates offers sufficient 
inducement to the public to divert their deposits from the Indian 
joint stock banks to this form of investment. The rate for treasury 
bills is going up day by day and what is worse, these treasury bills 
are offered in the niarket in the busy season rather than in the slarck 
season when the joint stock banks need all the funds they can com- 
mand for financing trade. The result is that the joint stock banks 
automatically become the borrowers of the Imperial Bank at the high 
bank rate then prevailing. 

Mr. S, C. Fozdar. 
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Notes of oMwort to tlio iioMtionooIre givon hf Mr. Adisliow 
Lolf Indigmotts BuJcer and Troowror^ Control Bmk of Indoio 
LtiL» in his intorviowi with Prof. H. L. Ch o blo n i » on lllh A 
Zlof October & 15th Docombtr 1929 and 20lh A 2Srd Jamary 
1 » 3 «. 

2586. 17 . The following are the marketing centres for the various crops 
round about Delhi which are financed to a large extent by the money 
market in Delhi: — 

Hodal, Palvval, Kosi, (Barley and wheat). 

Soiiipat, (wheat and gut). 

Ghaziabad and Sikandarabnd, (Wheat). 

Brot, igur and wheat). 

Sharnli, (gur and wheat). ^ ^ 

Han^i, Rohtak and Hissar, (Cotton). 

2587. 48, 60 and 61. The rates of interest in this city are difierent for 
ditfereut cla^se^ of people. The middle class public servants and 
middle class traders earning, say. ineomes below’ Bs. 1(K^ a month, have 
to pay rates of interest ranging between 12 and 24 per cent., lb per 
cent, being the most eoinmon rate. Most of these people have 
very little security other than their personal standing to offer. An 
oveiwvheiming majority of them have parted with their houses during 
the last 20 years or so, especially after the war, with the result that 
they have no house property to mortgage. They generally borrow from 
people with w’honi they have got so cial relations, and in ease they 
have none, they have very <^)ften to pawn the ornainontH of th(^ family. 
The rate of interest does not go ilown in the ca^e of peaple who pledge 
ornaments in this fashion. Thert* are no baiiking facnlitieH for thiun* 
at all and their standard of living as corniiared to theii* incomes is to0 
high to p«*rmit them to save anything substantial. Various banks ar% 
receiving savings at deposits at higher rates but thes** offers are hard^ 
availed of by the above class of people who have nothing to save. 

2588. Masons and carpenters and people of similar status have to pay 
a V'U’y much higher rate of interest, the common ’’ate being 1 anna p^r 
rupee per mensem i.e., 75 jier (’ent. per annum. The lenders in the 
latter case are generally small banias dealing in jirovisioiiH whb 
generally stipulate with the borrower that they would receive Rs. 1-1-0 
at the end of the month. In the case of mill hands in the local mills, 
it is often found that the mill-hand deals wdth the bania in the 8abzi 
Mandi instead of with a provision shop in his own mill, which supplies 
the goods he wants at a leasonable rate on payment of cash, the 
reason generally being that the mill hand has borrowed money from 
the bant a in the Sabzi Mandi and gives gofois on credit. 

2589. In my opinion there is an urgent need for banking facilities 
especially for the middle class people who generally have not got such 
improvident habits as the mill-hands have, and who can easily save 
themselve.s from the burden of debt if only they get credit on reason 
able rates in times of special hardship or of urgent liecessity beyond 
their control, such as sickness, marriage, etc. The most suitable form 
of banks for this class ould undoubtedly be urban co-operative banks, 
but neither the Co-operative Department nor any non oflScial agency 
has so far paid any attention to this side of co operative activities, 
^eir effo^s being generally confined to starting co-operative societies 
in rural areas or among the ckamars. 
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2590. Among the special needs of this middle class is an adequate provi- 
sion of housing in the Delhi City on a reasonable rental, as the rents 
here constitute generally too large a percentage of the total income 
df'^his class of people. Neither has the local Municipality ever paid 
any attention to the problem of high rents for house accommodation 
which are paid by this middle class in Delhi. Special effort is neces- 
nary on the part of the Co-operative Department to start co operative 
hiusiitg societies or banks which would advance long term credits on 
reasonable rates of interest for loana necessary for building houses, 
yhe main difficulty in the way of a substantial effort being made in 
this direction is one of getting suitable land with proper transport 
facilities connecting the new locality with the main city, and getting 
adequate funds on loan from the Government for financing such housing 
Bocieties. 8o far, the co-operative movement has practically ignored 
* the middle class public servants, the small traders and the small in- 
dustrialists in the city. 

S 91. 62. Generally speaking, the agriculturist brings the produce from 
e.vijllago to the rnaiidi himself, accompanied by the village money- 
Jender'in case he hat borrowed money with a stipulation that he would 
repay it et the time of ^harvest. It does sometimes happen that the 
village moneylender suggests to the agriculturist, who has borrowed 
ra<^ney from him, to take the produce to his own banker or commission 
agent in the mandi. In none of these cases there is, in the proper 
sense of the term, any financing of the movement of the crop from 
the village to the rnandi. For moving export .•ommodities from the 
mamlis to the expor/ting ports, which in the case of thi# Province are 
generally Karachi and Calcutta, there is either the agency of a big 
exporting firm like Ralli Brothers or that of artias of big derders at the 
ports. This inforinatioii is based upon my experience in Kapur, where 
I have interests. I cannot say about other inandis at all, but the 
system is likely to be the same in the other neighbouring mmulis also. 


^592. The bulk of the importing business in Delhi is financed by the 
exchange banks, the agencies of the European firms being mostly 
agencies for booking orders. In a few cases, how^ever, the local branch 
of a European firm sends for goods on its own account and sells it in 
the market partly on the basis of cash and partly on that of credit. 

2693. From Delhi, goods are distributed to the surrounding mofussil 
centres through an ai’i angement between the mofussil small dealer, 
his artia in Delhi and the w^holesale deaJer in Delhi. The artia in 
Delhi obtains 9 days’ credit free of interest from the wholesale dealer, 
after wdiich period, according to the usage of the market, he must pay 
his dues to the wholesale dealer if he wishes to retain his position 
iu the market, hormerly, the mofussil dealer used to bring from his 
vilhige to Delhi the bulk of the amount required for purchasing goods 
for the mofussil centres, the artia only charging him commission for 
negotiating the transaction with the wholesale dealer and charging 
interest for a little shortage of money in the case of necessity, but since 
about the year 1920 the depression of trade in the mofussil has been 
so gieat (hat the mofussil dealer gets the bulk of his goods not on cash, 
but on credit from the artia^ who is now called upon to invest a good 
deal of his money in the business. The present position is one of 
great ciithciiity for the arfim, and a good many of %pi have closed 
down their biisinep on this account. It is difficult io Suggest a remedy 

arisen largely accoip%^,of the general 
depression in trade which has affected ad Among others the 
mofussil dealers also. Possibly if the mofussi] dealer had co-operative 
credit 8ocieti^.^^6n|^nce him, the positioii Delhi arUa would 

improve materially. ^ wuui« 

" ^ A^diiih war Lai, 



55* Tho principaJi communities who practise mdic|[6nous ba n kii tg ^ 
and moneylending in this Province are affarwaJ^ mwA, including 
and kkatru. Some of the old banking families which ct one time com- 
manded great prestige in the local market otherwise have discontinued 
their banking business durdng recent years. The Gaxetteer 
of the Delhi District published in 1913 mentions the names of abum^ 

7 leading families of indigenous bankers* but an examinatioB of this 
list clearly shows the great change that has been brought about in 
the position of these families among the banking firms. For instance* 
the firm of L. Matwak Mai and Thakardas represented by fi. % 
Hardiyan Singh in 1912 ceased to do banking business about 25 years 
ago. The representative of this family, R. B Madho Pershad is niainlj 
a landlord, who lives on tho rentals of his property. The firm of L. 
Pala Mai and Mutsadi Mai, now known as Chhuna Mai Baligramk 
firm, has also c'cased to do banking. The banking firm of Sheo Singh 
Rai Nihal Singh represented by K B. Sultan Singh, though still in tn^ 
line, has absolutely closed its banking business. This firm is of mor% 
than 00 years' standing and only a few years ago its banking activiflet 
extended to Khurja, Aligarh, Rohtak, Gwalior, Matra, Karrml and" 
Bharatpur. R. B. Siri Krishan Das Gurwala, who belongs to a laoAIy 
of banker.^ founded about the year 1732, when AhmJiift Shah "Abaali 
invaded India, ceased to do any banking after the Delhi Durbar. The 
firm of Gulab Rai Mehr Chand represented by R. B. Paras Das was 
also a banking firm before the Delhi Durbar, but lives now maitfiy 
on the rentals of its jiroperty, though it is a family of ir.ore than 400 
years standing in the indigenous banking world. Similarly the firiri 
of Harsukh Rai Shugan (/hand, almost the oldest of the banking 
families here does no hanking at the jiresent time, nor does the 
family of L. ^faharaja La! mentioned in the Gazetteer do any banking 
business at the present time. It is only the Dhuliawala family repre- 
sented by R. S. Mina Mai Soinani which continuoa to do some banking 
business. The following are the most important firms which deal in 
hundis in this centre at present : — 

1. Thakardas Mod Chand, Naya Bazarif. 

2. Ram Gopal Omrao Singh, Naya Bazaar. 

3. Ram Gopal Bhagwandas, Naya Bazaar. 

4. Jot Ram ( hander Bhan (Beharilal Kidar Nath), Qcoka Mill 

(Katra Tomaku). 

5. Paras Ram Harnand Rai, Naya Bazaar. 

6. Sheo Parnhad Gur Pershad, Cloth Alarket. 

7. Cbaranji Lai Deo Raj, Cloth Market. 

8. Data Ram Ram Bilas, Cloth Market. 

9. Kunj Lai Balkishan Das, Katra Tomaku. 

10. Gopal Rai Amba Pershad, Katra Tomaku. 

11. Prem Sukh Das Naraingh Das, Cloth Market. 

12. Narain Das Bhagwan Das, Cloth Market. 

13. Ishwar Das Nirbho Ram, Cloth Market. 

14. Nathu Ram Ram Narain, Cloth Market. 

15. Sheo J)ass Gopal Chand, Cloth Market. 

16. Sanwal 'kidas, Cloth Market. 

17. John kiM G^nd, Egerton Road. 

18. Prag Das Mai^gj^ Sikip, Khari Baoli. 
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19. TuJsi Ram Jugal Kishore, Cloth ’Market 

20. Chand Mai Gaiiri Shankar, Pahri Dheraj 

21. Bbagwan Das Chiranji Lai, Cloth Market. 

22. Dwarka Das Gulraj, Egerton Road. 

23. Panna Lai Sheo Narain, Chandni Chauk. 

24. Girdhar Lai Panna Lak Egerton Road. 

25. Lakhmi Chand Ram Kanwar, Egerton Road. 

26. Harsukh Rai Murina Lai, Cloth Merchant. 

27. L. N. Gadodia, Kucha Naltoi. 

28. Laohhmi Narain Benarsi Das, Cloth Market. 

29. Gordhan La! Ram Gopal. Bazar Sita Ram. 

30. Nawal Kishore Khairati Lai, Chandni Chauk. 

31. Ram Chand H’azari Lai (Kesari Chand Balmokand), Chota 

Dariba. 

32. Puran Chand Ratan Lai, Naugarh. 

33. Sohan Lai Harak Chand, Chawri Bazaar. 

34. Bhana Mai Gulzari Lai, Chawri Bazaar. 

35. Madho Ram Budh Singh, Chawri Bazaar. 

36. Ram Lai Sanahi Lai, Katra Khushalraj. 

37. Isri Das Bcnai'si Oas, (S, K. D. Baijal). 

38. Hukam Chand Jagadhar Mai, Dariba Kalan. 

39. Incha Ram and Sons, New Delhi. 

40. Nanna Mai Jarikidas, Chawri Bazaar. 

41. Johri Mai Sanahi Lai, Chawri Bazar. 

42. Gordhan Das Sheo Narain, Niika Katra. 

2595. Very few, almost none, of the indigenous bankers and money lead- 

ers are doing only this business at the present time, though before the 
‘W^ar there'^vvere some vho did indigenous banking only. Along with 
trade the indigenous banker does remittance business by means of 
dar.s'/iatii discounts niaiyadl hufudis and accepts deposits, 

but generally speaking, pri\ate dcpo.sits are becoming rather scarce 
owing to the competition of the joint stock banks and the growing im- 
portance of ether investments eiich as cash certificates, investment in 
Post Office savings banks,* and in laiided })roperty, open to the investing 
public in these days. The discounting of viayadd hu^dis too is declin- 
ing in volume owing mainly to the insecLirc and uncertain jiosition of the 
parties. Besides this, owing to the increase in stamp duty, the per- 
sons willing to discount hiindis prefer to lend money in the form of a 
deposit with the borrower in order that with a lower duty payable to 
Government a margin of interest be left to them, the borrowing party 
being indifferent as to the form adopted so long as the aggregate 
charges by way of interest and duty remain the same. 

2596. Among the other kinds of business the indigenous bankers are 
having the most important cloth business, grain business, iron business, 
kirfiNfi business and gold and silver business in the order of importance 
in which I have mentioned them. 

2697. 57. The indigenous banker does not finarioe agriculture or industry, 
his help being confined to trade only. The local mills, however, g6t 
money from a few of the indigenous bankers in the cotton season, the 
Mr. Adishvjar Lai. 



total volume of their borroxning from the indigenous bankers being 
limited to about ^ or 5 lakhs a year. 

2596. There are many people in Delhi other the indigenous baitkisrs 
who regularly buy in the market. I can easily recall al>out 

100 such persons, * 

2599. 68* There is no regular money market in the sense of a place where 
persons who buy and sell huntfu regularly meet to carry on their 
Dusiness, and the creation of one would greatly facilitate business. 
The brokers in the city go round and make the rates known to all 
dealers. At about 11 o’clock in the morning the market rate is 
generally known in the various parts of the city. 

2600. It is rather difficult to make any thing approaching an exact esti 
mate of the amount of capital invested and the volume of the business 
of the indigenous bankers, as almost everybody combines some other 
trade with banking. I will, however, attempt a rough estimate. Of 
the amount invested in the market in the hnancing of trade about 
25 to 30 lakhs belong to these indigenous bankers as against 50 to 60 
lakhs invested by the banks. 60 per cent, of the capital employed by 
these indigenous bankers represents roughly their owned capital, the 
remaining 40 per cent, being raised partly by loans from the banks and 
partly by the sale of hunfiis in the bazaar, 

2601. Comparing the expenses of a good indigenous banker with those of 
a branch of a joint stock bank, I believe the expenses involved in the 
establishment of an office of an indigenous banker are not even 1/lOth 
of those of a branch of a joint stock bank. 

2602. The village moneylender or banker generally keeps his surplus 
funds whenever he has got any, with the mofussil town banker or his 
artia in the city. Similarly the mofussil town banker keeps his deposits 
with the big shroffs or (irtiaa in the cities. 

2603. The town banker in the mofussil is now~a days coming into direct 
relations with the joint stock banks. The big shroffn eoiiHide) the 
joint stock bunks as then most serious competitors in business. These 
big -shroff come to the joint stock banks only when there is u slack 
season and the bunks are prepared to offer on depoEitg a rate of 
interest for a whole year or a season higher than the bazar. If per- 
chaiice in the busy season the market rate of interest is attractive 
enough, the indigenous nkrofi would take an overdraft from the bunk 
agUiDst his fixed deposit and invest it in the market at a more pro* 
fitable rate. The competition between the indigenous banker and the 
imperial Bunk is not so severe, in Delhi as it is in nuiudix /.r., Hapur, 
beeause the Imperial Bank deals only with approved enstomers, and 
therefore any indigtMious nhroff would go more willingly to the lnn>erial 
Bank than to the joint stock bank, if he is on the approved list of 
the Imperial Bank. Business at the present time is generally slack 
and the indigenous shroff has more than arnjile funds for the liusineHS 
offering itself. The only legitimate ground of com|daint of these indi- 
genous bankers against the Imperial Bank appears to me to be that 
the list of approved customers is a limited one, depending largely < n 
the advice of the Treasurer and Accountant with the result that quit.^ 
a large number of sound parties are outside this list, and cannot 
therefore, receive adequate facilities from the Imperial Bank. The 
difficulty thus lies not with the principle on which the Imperial Bank 
is working but in the working thereof. 

2604. The local branches joint stock banks have a much more legitimate 
ground for complaint against the Imperial Bank in so far as it competes 
with them in the market w^hile receiving a large amount of Government 



funds free of interest. In fact there is no kind of banking busmesa 
in which the Imperial Bank does not compete iwdth the Indmn joint 
stock banks. It has recently begun a new policy of lending even 
against gold and silver ornaments, which it is widely advertising 
among the public, with the result that the indigenous banker as ^^11 
as ihe joint stock banks are experiencing gieat difficulty in maintaining 
their j)osition. In the matter of remittance business, the extension 
of the branches of tHe Imperial Bank to mofussil centres has deprived 
most of the indigenous bankers of a large source of their profit; in 
fact the remiltance business of the indigenous banker between Dellii 
and the neighbouring mand^s to the west has practically come to a 
standstill owing to tne opening of the branches of the Imperial Bank 
at Khiirja, Hapur, and Hathras. The competition appears to be posi- 
tively unfair, as it is the Government money in the treasuries that is 
being given to the bank free of charge and is being utilised for re 
- mittance work. 

2605. The forms of hundis used here are generally two, darshani 
kuruli and the inudati hundi. Mudati hwndin run generally for 
61 days, sometimes for 91 days and occasionally for 365 days. Even 
when t|ie parties intend that the haiidi should be a lundati hundi^ the 
form used riow-a-days is that of a demand promissory note or that 
of a fixed deposit receipt in oi^er to avoid the higher duty payable 
on innddfi himdi. In the movement of funds between the 7)}andis and 
the city of Delhi the proportion of hundis to rupees and notes used is 
almost 4 to 1, when cash is employed, it is more rupees than notes 
on the whoTe, because the cultivator in the cotton and grain season 
requires rupees rather than notes, though when money is to be re- 
mitted for the dealers, the use of notes is more common. 

2606. The promissory notes payable after specified periods are common, 
but not among the better class of indigenous bankers. They are In 
use only among small moneylenders and bankers. The bills of ex- 
change written in English and payable after a specified period are in 
use only among the English knowing persons who are not many. 

2607. Promissory notes and hundis are written generally in Hindi. 

2^08. The use of mayadi hundis is decreasing and that of darshani 
htmdis is increasing, Mudati hundis are generally intended as 
accommodation bills, while darshani hundis are used sometimes for 
accommodation but more often for remittance purposes. 

2609. The hundis are drawn generally by no other class than traders, as 
the hundis of other classes would not be discounted in the market. 
Hundis can be used by other persons for the purpose of raising funds, 
but it is seldom that such drawers of hundis get any facilities for 
discounting in the market. Hundis cannot be used for advances to 
cultivators, as the hu/ndi by itself cannot provide any security other 
than the standing of the person iiTthe market. It is only well-known 
traders who have this standing in the local market. 

2610. Generally mayadi hundis are held by the persons who purchase 
them until they are due for payment. When necessity arises for dis- 
counting such hundis^ it is done locally and not at other centres. Some- 
times, however, a person may lose his credit in Delhi, but still retain 
some credit at Calcutta or Bombay, in which case his hundis will be 
dispoUnted at outside centres. The indigenous bankers discount most 
of the hundis discounted locally, though the banks are also getting a 
substantial share of this business now-a-days. 

Mr. Adishwar Lai. 



A standard form of hundi^ in English would greatly facilitate 
lousiness in the hundi market, as multiplicity of scripts and variety of 
forms cause a good deal of confusion. As cheques in English are 
actually in use now-a-days even by Urdu knowing people, I do 
anticipate any difficulty in the use of a standard form of hundi in 
English. 

2612. 60. The indigenous banker'^ lend on ])VomiN-,nr\ iiolr-, \\ith or 
W'ithout the pledge of orriaruerits, or on nuidtifi huf>{h^ or on mortgages 
of property. Cash credits are quite common l>ets\ecn the indigenous 
bankers theniselve^. The village n'one\ -lender doe^ not get cash credit 
from the mofussil town indigenous hankei, nor the ’iiofussil town indi- 
genous banker from the city dn'off in Delhi. 

2612/f. 61. Some of the indigenous hankers invest their cwn v-apital onl> ; 
some do a considerable amount of business with the money raised 1^ 
means of deposits kept with them; others earn a commission by pur 
chasing and selling htntdis m the market simultaneously. This u true 
only of the city the village money-lender or the niofussil banker 

l)eing restricted to the use of his own money only. 

2614. 6S. Generally the fixed deposits wdth the indigenoua hankers are for 
60 days, the rate of interest payable varying in different scasouH 
between /4/- per cent, per mensem in the month of June or July and 
-/JO/- per cent, per mensem in the month of OctoluM* <u X M-nib i*. The 
fiahnkfu's borrow from one another at the current d« posit rale in the 
market. Hetw<Hui the xnhuk<n'h there no ipiestion at all (*f a langilde 
security in addition to the credit of thei.* name in the market. 

2615. 64. There is no prejudice in this cit\ against the indigenous hank- 
ers at all; they have a general reputation for fair (hnilings. If, how 
ever, a particular indigenous banker enjoys the reputation of generally 
buying hundis in the market with his own ca!)itah there will Ih‘ a 
prejudice created against him in the market if he sells hundis at any 
lime in order to raise money. He would in such cas«*s prefer to borrow 
at a much higher rate of interest from a joint stock hank than raise 
funds liy selling a hundi in the market. 

2616. 66. There has been no purely indigenous banker who has failed sioM 
1920, but quite an appreciable number of indigenous bankers who were 
engaged in business also have failed since the War. I can easily recall 
at least a dozen. The business of the indigenou.s banking community is 
generally declining, 

2617. 66. The indigenous bankers have got sufficient working capital to 
meet all legitimate demands for safe accnmimodation, hut owing to the 
general depression in business at the present time and the general uti' 
certainty of the position of various parties they have to he cautious and 
to refuse accommodation. 

2618. 67. There are ample facilitiee for internal remittance (by way of 
hundis on the various centres) availalile in the market by way of 
cheque.s offered on their branches by th^* joint ntock hanks and h> way 
of supply bills offered by the treasury or the Imperial Bank, apart 
from the facilities for remitting money bv means of currency notes 
through insured covers. The hundis payable at centres with whidk 
Delhi has got regular commercial transactions can l>e obtained from 
the indigenous shroffs as well as the banks in Delhi. These places are 
mainly Calcutta, Bombay Karachi, Cawnpore and Amritsar. The 
drafts on centres like Madras, Lahore, Peshawar Indore, Ahmedahad, 
Nagpur, Simla^ Colombo, can only be obtained from the joint stock 
hanks. 
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2619. The Imperial Bank has quite recently cancelled the coiioes8i6n df 
free transfer of funds below Rs. 6,000 to their customers and to the 
joint stock banks. The system was working quite satisfactorily, and 

%o0e sees no reason why this concession has b^n withdrawn. The indi- 
genous banker engaged in remittance work has also a legitimate 
grievance against the Imperial Bank in so far as no distinction is 
made by the Imperial Bank between the ordinary merchant customer 
and the indigenous banker in the rates which they charge for supply 
bills on the treasuries. It should not lie difficult to givp some kir*^ of 
rebate to an indigenous banker whose purchases of supply bills or Tele- 
graphic Transfer^ in a year amount in the aggregate to a 

figure, in order to link up the indigenous system of remittance with tile 
supply bills^ system and to prevent unfair competition of the Imperial 
Bank with the indigenous bankers. This will have the indirect effect of 
increasing the volume of supply bills demanded from the Imperial 
Bank nnd the treasuries, as the indigenous banker would be able to 
move his funds from place to place more easily liy means of these sup- 
ply bills. 

2620. 68. From my own personal knowledge I can only speak about the- 
flow of money between Delhi and Hapur. In the market season for 
grain a lot of cash, of which the major portion is silver coin, has to be 
sent from Delhi to Hapur in the l)eginning of April to be invested in 
Hapur up to the month of August. The merchants in Hapur who 
borrow money, store their grain up to August when they begin to sell 
it out and repay the money borrowed.. The money then comes hack to 
Delhi largely through hviuJis on Delhi and some times through even 
special messengers who bring cash from Hapur to Delhi. In my 
opinion out of the amount invested in Hapur during the grain season 
uhout 25 per (*erit. is the local money of Hapur and 75 per cent, comes 
from Delhi or the surrounding areas. 

2621. Bills of exchange payable more than one year after date or sight 
are very rare in Delhi. The hundis emanating from Delhi are all 
discounted here, because Delhi itself is a big financing centre. 

2622. 69. In the district, money is idle during the rainy season and an 
appreciable amount of it flows to Delhi to he employed for short periods 
here. Tn the months of May and June there is no remunerative em- 
ployment for money in the mofussil at all and I do not think, there- 
fore, that it is possible to prevent the flow of money to the provincial 
capital during these months for this short period, as this money is not 
available at all for long period loans. 

2623. 70. The following were the market rates for discounting mayadi 
huTulis during the period intervening between October 1927 and 
January 1930 : 

Yesr. Month. Rate per mensem. 




Rs. 

a. p. 

1927 October, November and Recernb ‘r 


. 0 

10 0 

1928 January ..... 

. 

. 0 

9 0 

February and March 

, , 

. . 0 

8 0 

April , . 


, 0 

l a. 0 

May, June, July and .August 


, 0 

7 0 

Ootober, November and T ecember 


. 0 

10 0 


Mr. Adish war Lnl, 
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Ye*r. 

Month. 


Ha'e p r me 

aem. 




Ea 

a. p. 

1929 

January and February 

• 

. . 6 

S 0 


March and April .... 

. 

. . u 

U u 


May, June, July and Augunt 


o 

6 0 


September and October 

• 

. 0 

9 0 


November and December . 

. 

. 0 

10 0 

1930 

January . • . * • 

. 

o 

7 0 


2624. These are the rates for of 1st and 2nd class ; other 

shroffs find it very difficiilt to get cash for their ruaymli in 

the market. The Imperial Bank of India's hundi rate does not affect 
these bazaar rates at all. They are almost always divergent. 

2625. 72. 1 believe it is very desirable to make the indigenous bankers 
agents of joint stock banks or the Imperial Bank of India in places 
where branehes of joint stock banks do not exist. It \\ill also be 
desirable to amalgaxnate in some places the lmsin«*«^ <*f indigenotis 
bankers into a joint stock bank owned and controlled by local indigenous 
bankers, but I do not think this is possible without some special induce 
ment Ijeing given by the Government, such as a portion of free funds 
now plactid at the disposal of the Imperial Baik of India; the privilege 
of keeping the current accounts of Municipalities and District Boards 
or special low remittance charges for supply bills. 

2620. 74. The indigenous banking commupity would be very reluotaat io 
accept such a measure. 

2627. 76. ITic indigenous banking 83 rstem in Delhi is not connected with 
the princii<ai money markets except through their nrfias in Calcutta 
and Bombay. 

2628. 77. It is the competition of the Imperial Bank and the Exchang# 

Bankt^ in larger centres that is hitting the indigenous bankers very 
hard. So far the Indian joint stock banks arc coneerrmd they 

cannot afford to give better facilities te> indigenous bankers, and the 
competition Iw^tweer. them in my opinion is a fair one. It is only 
lK>eaii8e the Imperial Bank and the Exchange Hanks get (heap money 
that they are able to oust the indigtmous banktns from the plac(*H where 
the> have onened their branches. 

64. There is no cheque system among the indigenous bankers here. 

I know of only one instance of an indigenous lianker who allows 
chetpies to be drawn on him, namely. Incha Barn and Sotis, who has 
recently opened a branch in New Delhi. 

2630. Every ^lass of persons in this city are using cheques now a-days. 
Most of the Indian firms keep their accounts with the iiulian joint 
stock banks, excepting those who are importers of British goods, who 
generally deal with the exchange Ixanks, Chetpies are written in 
English- The exUmsion of the use of ehecnies has been quite rapid 
since the al>olition of the stamp duty on cheques. 

2631. Gfovernment should accept cheques more freely in payment of taxes 
and also in satisfaction of decrees on the presentation of a guarantee 
or a certificate of account from the bank. The Post Office should also 
accept cheques for deposits in their savings bank. The railway com- 
panies ought to acc'cpt cheques drawn by persons to whom a certificata 
of approval for this pv nose is grant^^d. 

2632. I do not wish the Post Office to open cheque accounta^ as they will 
he directly competing with the joint stock banks. 

voL. IV. r t 
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NoUi of Prof. H. L* Chablanrs iatorviowi with tho Mawaf er and 
Aiiiatoiit Maoogor of the Punjab National Paak Ltd.^ Dalbi» 
dated the 14tb January and 25th January 1930. 

Deposits and investments. 

2633. Dfpf/Hit* and in vent me nU , — Fixed deposits are generally for 6 
or 12 months. Only a small percentage of deposits is for more than 
one year. The percentage of the fixed deposits to Savings Bank deposits 
and current deposits with us was 77 : 14 : 9 for the half-year ending 31st 
December 1929; 56: 7 : 37 for the half year ending 31st December 1923, 
H4: 5; II tor the half year ending 31st December 1925 and 84: 3:13 for 
the half y ar ending 31st Dc*cenil>er 19*22. Only a few indigenous 
shroff K and l>ankcrs keep their deposits with us. (Kir depositor.s consist 
of all cl a'risci of people such as contractors, businesraen, member of 
various [irofessions and other general public. 

The hfndiff discounted by our Bank are largely hundin on ports 
and a few inland commercial centres though we do a certain amount of 
discounting of usance hundiH on Delhi as well as other stations. As 
between inland commercial centres and the ports* the bills ar? drawn 
largely on ports. All of them are genuine trade bills either accom- 
panied l>y dir<‘ct evidence of trade transactions such as railway 
receipts or d'*awn generally by parties whom we know' are hona fide 
traders. We <io not discfiunt h and in which are pure finance lulls. 
The. amount of bills of any particular client discounic<l by us depends 
on the limits fixed by us for each i>arty accord imr to hi.s general 
credit and position in the market and not on the amount of his trade 
transactions in any particular season as it is very difficult for us to 
know exactly the volume of hona fide trade transactions of each party, 
but in ca.ses where we are satisfied as to this we are cpiite prepared to 
afford them fxnther facilities. 

2635. Aj)rii, May, Juno and October, Novemlao-, December ai** the 
months in which the bank business increases in Delhi owing to the 
coiTesi)onding incr<‘ase of business in the market. The grain business 
in the first three months and the cotton business in the last three months 
are the chief fro tc^rs that give rise the \)wsiness in the market. 3u\y, 
August and Septi inhcr are the months in which the market is quite dull 
there being no ln!siae>s owing to the lano. 

During the hpsy season if more money is required we get it from the 
head office, Lahore. Similarly during slack season v.henevei' there are 
surplus funds with us we remit to our Head Office to be utilized at other 
places. January, February and March are the months of ordinary 
course of business. 

The amount lent by the Bank on mortgage of property during the 
years 1922 to 1929 was as follow's* : — 


2638. Remit fail re Business. — We do not avail ourselves of the remit- 
tance facilities afforded by the Imperial Bank for those stations where 
we have not got our branches because customers for remittance to such 
places will not come to us as they will have to pay charges of two htettiks. 

2639. The following were the amounts* of demand drafts on our offices at 
other commercial centres issued by us to our customers. We generally 
use the agency of the Imperial Bank for remittance business. 

♦ * >i< # * * 

... - — 

♦Note. — The figures supplied are to be treated as confidential and have not 
therefore been printed. 

The Punjab National Bank Ltd,, Delhi, 
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2640. Compefitton heiwefn <Ji fit rent kituin of Bookthp 
^Previous to the amalgamation of the presidem^y hHnk*^ m the Iiii- 
peria) Bank the former did not compete with the Indian joint slock 
banks in many lines of banking business. For instance they never 
advanced money against ornaments* grain, cotton and merchandise, 
which the Imperial Bank is now doing. Their remittance charges were 
much higher and a certain margin of profit was left to us in remittance 
business. Similarly their drawing charges were also favourable to 
the Indian joint stock banks. Similarly the Imperial Bank advances 
loans at rates which we cannot afford to charge because of the high 
rate of interest that we pay on depo.sits whereas their funds are received 
either free or at a nominal rate of interest. 

2 O 4 I. The exchange banks on aci^ount of their prestige, their long slaiul 
ing and the facility of getting money in foreign eountrie^s, vvhert they 
have got their head offices, are able not only to attrset dejiosits at a 
lower rate but to lend money at a eheaper rate than the Indian joint 
*^tock banks. It is also a jKiliey followed by many of theni to eneourage 
merchants to deal directly with them rather than through the Indian 
joint stock banks by charging them sometimes slightly lower rates 
than they charge to the joint .stock banks for retiring their drafts bul 
this applies only to places other than market centres and where them 
is generally one exchange bank only. 

2642. We do not feel the competition of the indig»*n(>iH bankir^, because 
they vhrry on their busmens largely in eantonmemts and other plaeea 
where there are no branches of joint stiwk banks; also liecausc quite a 
substantial fiortion of their fuisiness eventually passes through us. 

2643. The co-op** 'at ive lianks compete with us in d(*po8its only so far as 
they pay a higher rate of interest. The rates offi red b> the Post Offiee 
Savings Bank are not high, but people deal with them only liecaum* of 
the reputation and stability enjoyed by them as a Department of the 
(jovernment. Government itself competes with us in the market by 
issuing 3 months’ and six months’ treasury bills on a high rate of 
interest which affects our deposits. TVie treasury bills aie issued not 
in the slack season when the banks would find them a protitable invest- 
ment for part of their funds, but in the Imsy season when the banka 
can find more profitable employment for their funds and would like to 
hav» more deposits with them to be uti!i«<»d in firraiicing trade. 

i> 64 b Rotf of fnlertst. There are no call loans in Delhi nor are 
there any inter-banking transactions heic 

2645. The I'htp of interest charged Viy us to first class jiarties on pro no^s 

is 6j per cent, per annum in the busy season and to second class parties 
it varies between 8 to 9 per cent, per annum. Th * rate of interest on 
loans against house property is genera1l5' 9 per cent, per annum and in 
no case less than 8 per cent. We do not advance loans against the 
security of agricultural lands. We generally get the stipulated rate of 
interest from our clients even after the decree up to the date of 
realination. In case there is no express stipulation to this effec^t, the 
courta^ award generally 6 per cent. The rate is half a per cent, 

less than that charged on pro notes, because the l>orrower has to pay a 
higher stamp duty. 

2646. We do a certain amount of collection businesii against railway 
receipts presented by oui customers who export goods from Delhi to 
ports and all other stations where we have got our branches, and some- 
times to outside India^ 



2647- The following wore our hutuii ratcft duriiitg the year 1928-29. 
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2648. The suite that we have soEHetimea to file in the civil courts agaioit 
people who borrow money on pro-notes do not take very lonj< to ueeide. 
On an average a suit takes about 6 months out of which 3 months only 
are taken in the service of summons. Much longer time is taken in the 
•xecution of decref^s, sometimes years, 

^649, Cheque Ilahlt . — Small traders, contractors and educated persons 
use cheques. The forms of cheques are only in English, but the 
customers who do not know- English can use Urdu or Hindi and wa 
accept cheques in which the entries are made in either of these langu- 
ages. The nunilw‘r of non English knowing persons who use cheques is 
comparatively small. The abolition of stamp duty on cheques has led 
to an increase in the use of cheques, and also in the number of people 
who use che(]m‘s. 


N«tM of interview* by Prof. H. L. Choblaoi, with L. Janki Per«ba4» 
Munim of R. B. Sultan Singh, regarding Questions Nos. SS-TS 
of the Questionnaire, on 17th and 22nd January 1930. 

2050. 55. Almost all the indigenous bankers and money-lenders iii this 
city combine lianking w ith trade, mostly in grain, in cloth, in suudros 
and in gold and silver. They belong to the follovvng t'ornmunities : — 
khdtns^ bunius anti lufiru ai is, 

2651. 57. The Delhi indigenous bankers and money lenders do cot 
advance money to agriculturists nor do they finance industries. 

2652. There is no regular place here where persons who buy or sell hundi$ 
rei^larly meet to carry on their business, but the brokers do go round 
daily to know the trend of the market, and one comes to know (at aljout 
10 or 11 o'clock) the bazur rate every day. If there is a dispute ai>out 
a particular hundi transaction, the panrhai/af of thest* indigenous 
bankers meets at L. Shri Krishan's place to settle it up. This pan- 
ehapaf has got a regular set of rules. 

2653. The hunditi issued here are for various purposes t — 

(а) for earning commission out of remittance business between 

one place and another ; 

(б) for financing bona fide trade transactions in which the goods 

are moving from one place to another; 

(c) for accommodating some client and earning a commission for 
lending on the credit and security of one^s name, and ; 

L. Janki Per^had. 



^or obtaining credit for a few days, say 4 daya. For in.^tauce| 
a uiau may sell a Atindi on Bombay in the Delhi market lo 
day and remit money to the Bombay party by a telegraphio 
- draft through a bank on the 4th day, the humU iaktug two 
days in transmission and being delaytnl for payment for 
two days more in Bombay. 

'^654. 68 ~-6S. The only eonneetiou with the joint stock banks includiag 
the Imperial Bank that these indigenous bankers have got is that they 
aell to the banks (/arifliani kutt/IiH in their hands at times when they 
need money. They get more credit in times of need from the joint 
stock banks than from the Imporiai Bank. Their banking businesa is 
only a sideshow of their main business. Quite a large niltubcr of these 
bankers are unable to recover their loans; in fact iik these days money 
cannot l>e recovered except through the court which involves consider- 
Able expense and trouble. Even when a house or other property is 
mortgaged, a number of disputes arise as to the title; minors put in 
a claim; the wife puts in a claim, with the result that much of tha 
business has ceased to l>6 profitable. Apart from the indigenous bank- 
ers, a numl)er of people, especially pleaders who have got money, do 
buy hutifiis in the market. The most HuVwtantial of thm» indigenous 
bankers do not accept deposits, because they do !iot want to pay any 
interest on them. It is only the lesst>r ones who have not got sub 
stantial amount of other people s deposits with them. About five or 
six of these indigenous bankers acee])t even demand deposits, i.e,, 
deposits taken with the undertaking to repay at any time when the 
depositor asks for the return of his money; and on thesi' demand 
deposits they pay a very low rate of inU*r<»8t. Exl^epting in the case 
•f Khari Haoli hankers, there is no system of cnirrent deposit*!, 
deposits to which a depositor can add when he pleases as well as with* 
draw when he pleases. The indigenous bar)ker does not give the depo 
sitor any document to show that he has a demiutd deposit or a deposit 
in current aecotint at all. As a matter of fact if a receipt is demand 
ed from an indigenous banker, he would res^mt it as a reflection on 
hi.s hone.Hty, It is only the persons in whom v)eople have great trunt 
who receive deposits. The depositor does not himself go to the Ijank- 
er, but sends bis own man to get the money when he watits. If he 
wants to transfer the deposit to some other persoirs name, thi^ depo- 
sitor’s agOTit comes and gets the entry made in the name of the person 
to whom the deposit is to l>e transferred. If the de()Osit remains as A 
fixed deposit, interest is generally paid at the rate of Rs. /7/9 per 
cent. p.m. 

2655. Against depo.^its the indigtniouK bankers keep a small amount ol 
•cash, but that is never adequate to pay the depositors if they ask 
for tb*' return of their money at once. The rntes of interest allow.d 
-by these bankers on deposits do not vary from HeavSon to season as in 
the case of joint stock banks. The xoltuktirt rate is exactly the sjiTnc. 

2656. I'sunlly the loans on pro-notes are advanced only for two months. 

The rate of interest on theae is not a fixed quantity. It varies from 
S to 10 annas per <*ent. p. m. but in these days the of interest is 

only 7 annas f>er cent. p. rn. For the four months of the rainy season 
the rate of interest goes down even to -/3^- or -/3/0 t>er cent, p.in 
every year. These rates have continm^d prac'tieally nnehanged for the 
last 8 or 10 years. 

2657. The rate of interest on the mortgage of house property varies 
ibetween - 12/- and Re. 1/- [>er cent. p.m. according to the stipulation 
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and the standing of the parties. Now a days ibout '-/12/- per cent 
p.m. is the usual rate. These rates have rernained practical un- 
changed for the last 20 years. 

2658. In Delhi city no indigenous banker advances money on the mort- 
gage of agricultural landed property. 

2669. It is very rarely in Delhi and in the Punjab that the courts award 
interest a/fer fAe date of th€ decree. Occasionally in cajsea involving 
large amounts the courts award interest owing to the special exer- 
tions of a pleader, but it is never more than -/B/- per cent p.m. In 
the United Provinces however the courts generally award interest 
after the date of the decree at the rate of -/8/- per cent. p.m. This 
has continued to be the case for the last 20 years. 

2000. On ornaments the rate of interest charged is between -/12/- and 
^14/- per p m. These have continued to be the rates for the last 

15 years. 

2061. Loans against verbal security are only for 8 or 10 days, as money 
is not advanced for longer periods on verbal security only. The rate of 
interest on such short period loans is generally about -/8/- per cent, 
per month. 

2062. The mhuhari rate of interest is -/7/9 per cent, p.m. This has 
continued to be the same for the Inst 50 years and anybody who pays 
a higher rate of intere.st will cease to be considered a mhnhar in the 
haza V. 

2003. The rate of interest on rnayadi hundi of 6C) days varies l>etweei:k 
“ 4/- per c^nt p.m. in the rainy season and “/12/- per cent. p.m. in 
the busy season, but this year the business is slack and even in the busy 
season the rate has not gone beyond -/7/- per cent. p.m. Partly owing 
io insolvencies in recent years, partly owing to Hindu-MusHm 
troubles, on account of w’hi<’h many Hivdti l)ankers have curtailed 
their business with the Muslim dealers in Saddar Bazaar, and partly 
owing to (be increasi* in the rate of stamp duty on mnyaeli huneli, the 
number of such hundin has declined very much. 

2664. 66 * Most of the indigenous bankers refuse demands for accommo- 
dation not because of insufficiency of their capital, but because there 
is lack of trust genernlly now-a-days. 

2665. 67 - 68 . Four years ago the bulk of the remittance business here was 
done by the indigenous bankers partly by means of huttdis and partly 
by means of notes in insured covers through the Post Office, but now- 
adays the competition of Indian joint stock banks has decreased their 
remittance work. This kind of remittance business of the indigenous 
bankers has been seriously affected by the opening of branches by the 
Imperial Bank. The indigenous bankers do not buy .supply bills fronr 
the Imperial Bank. 

2666. In the grain and cotton season lakhs of rupees in coin used to be 
sent from here to places like Khurja, Chandausi, Hathras, and Aligarh 
on the one side, and Bhatinda, Gidarbahar and Eohtak on the other. 
This kind of their business has practically ceased in the cast now-a- 
days on account of the new branches of the Imperial Bank, a» 
merchants of those places now^ give hand is to the Imperial Bank and 
get coin from them, but on the Bhatinda side it still continues. Even 
now alK)ut 5 to 7 lakhs of rupees in actual coin are sent through messen- 
gers to Bhatinda and other mundis to the west. 

2667. In the grain season money flows from Delhi city to the following 

: —Rohtak, Sarsa, Hissar, Bhatinda, Chandausi, Aliga^Ii» 
Ghasiabad, Hapur, Deoband and Sharali. Money used to flow during 

L. Janhi Per$had, 
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ihm cotton ceaBon to Khurja, Chandausi, Hathras, Al^arh «tc,| but* 
for the last two years this has stopped^ The main cause of the decline 
in remittances from Delhi is the starting of the branches of the- 
Imp^ia) Bank in the various places towards the east, but money still 
oontinues to dow towards the west, because there are no branches of 
the Imperial Bank there. The cotton season lasts only for three 
months, Septenilicr, October and November, while the grain season 
begins in April and lasts for almut 2^ months. The method of remit- 
tance was as follows; — Our clients in Khurja and other mandh used 
to come here and sell ns darKhani httndis on Bombay and Cnlcntta. 
We used to give them either our own cash or cash obtained by selling 
these huridix to the joint stock lianks, charging our commission for 
accepting the hundi^ at the rate of 1 anna per t-ent. The banks after 
three days got their money back in Bombay or Calcutta, and in case 
they financed piecegoods trade also, they got their money back again 
in Delhi by turning into cash the darsthnni huttdia from Bombay on the 
piecegoods merchants here. But some of the banks, for ins(nn(H% the 
Imperial Bank did not finance the niet^egoods trade at all, and in their 
case money sent out from Delhi did not return to Delhi. 

2668. The bill.s of exchange payable more than one year after date or 
sight were at no time common here; there used to be a few of this 
sort, but the Imzar did not look with favour upon any hnndi of jonger 
duration than 60 days. 

2669. The l^^lndis emanating from Delhi can easily be discounted in thla 
centre and are not sent to any other centre for diHcoiinting. Most of 
these huiuiin are bought by persons who have got their own cash to 
invest, and they keep these hundis with themselves till they are matured^ 
and in ease they want cash, they sell them to the banks. The nindati 
hundis have declined in quantity not only on account of the incrcMse 
in stamp duty, but al.so on account of the fact that a number of people 
have become insolvent and there is no .sen.se of security in the market. 

2670. The lunuh dealers who used to sell us dfushanl Inivdin, used 
to have from us rupees in coins and not in notes. 

2671. N(ov-a.days stamped receipts are more (Ofnrnon v)n ac-count of the 
increase in stamp duty on hinidiii, 

2672. 69 . In the rainy season much less than half the money in the hands 
of the indigenouH bankers finds employment in Delhi or in the mofus- 
sil centres. Money does not flow on this account to Delhi from the 
mofuHsil centres during the rainy season, as the season is slack in 
Delhi itself. 

267 . 3 . 70. The market is not bound by the Imperial Bank of India's 
hundt rate at all. It i.s rather the Imperial Hank’s rate that soinetimt^s. 
changes in atwrdance with the conditions of the hundi market here. 
If, however, for any cause operating outside Delhi, the Imperial Bank 
of India changes its Hundi rate in accordance with the conditions 
prevailing in Bombay or Calcutta, the market does not follow th« 
Imperial Rank rate at all. 

2674. 74 . The indifc6nou<< hanking community will dialike int«tnsely any 
measure for regulating their operation* and giving publicity to the 
same, m no one in India would like to reveal to other* hia own po«i- 
Uon. ^e buaincs. n, India rents upon general reputation and no 
body likea to do any thing that might have the slightest effect on hia. 
general repute in the mai«et. 
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The re iin-m-ntulive (If. She fink nf Kaohirum hiimlr.rbhxo. 
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ib75. ThiS tnfutfii di^alB in practically every kind of grain and ciitoa 
produced in the Suha of Delhi. Formerly, produce of the 'tillages 
round about Delhi within a radius of 100 miles, used to l>e uarket* 
ed in this mandi^ but this has practically ceased situe mundiK have 
been established t|i Sonepat, Hohtak and l^hadurgarh. Among (^thois, 
following are the neighbouring villages from which pioduce comes to 
this titandi for sale; — 

Narcia, l>adli, Shaiapur, Haiderpur, Nangfoi, Kainardi Nagar, 
M»)ghulpur, Klan Khurd, Pitanipiira, (iaripira, (.‘huora 
If irankhurdrana, llahikhera, Kasulpur, Mundha, liaa 
Hol'i, Madhifnir, Nehrpur, Hithala, Saraspur, Azadpur, 
flhalhwa, Jehangirpur, Nangii Kiini, Alipur, Mahrauli 

Chiraghciili, Adhchani, Ladosarai, (’hataj>ur, Hauzkhab, 

Manirka, Pal an, Bijwasan, Hast sal, l^irnhapur and Ditto i. 
Of thcs<% Mahrauli, Chiragtidili, Adhctiii, I.adosarai, 
Chatur|)iir, Hauzkhas, Manirka, Palaia, Bijwasiin, Ha&tsai, 
l-indraj)ur and Dabri always send their produce both to this 
tHfUidi as well as to Khari Baoli in the (’ity. 

Among the smaller tuandiH in the Saba^ viz,^ Narela, Nazafgarh, Baha- 
durgarh find IShahdara, Hhahdara sends practically nothing to the city 
of l>elhi, its business IwMng generally limited to what is required for its 
own consumption; but the other three do send produce to tht* city 
fNftndis. Zaffif7idor*i in villages on the other sicie of Najafgarh and 
Bah{^urgarh go to these ntffndis for marketing, but in case the rate in 
Delhi is more favourable to the seller to the extent f f 6 pies per rupee 
they generally come to Delhi direct in spite of the distance. On this side 
of Najafgarh, znfnindars preftu* to go to Delhi direct; they have* th dr 
own transport aiTangeirieiits which c‘ost them less to bring the produce 
to Delhi than it would cost the grain dealer in Najafgarh or Bahadur 
garh. The dealers in the mofussil iitaadis seiul about half the grain 
they purchase to outside markets. In case of whear, ho\v<*ver, nearly 
12 annas in Mu rupee is sold in the local tnantJis and hardly 4 annas 
come to the Delhi market and that tex) only in a good year. 

The zani in<inr Ih rs in (he ntandi nf the finu nf iht enquaif. 

2676. Inside the nmndi, a nuiiiher of zftniirufm s ver ‘ found selling for 
cash the produc*e which they had brought to the market in their own 
carts. At the shop of Papiymal Chhanulal, 2 Jnt intn/f/btru l>y name 
l>lKhushirani and (iangararn, had come to sell their produce. Khushiram 
had come from the village Niwada, 7 kns from Delhi and 3 from 
Najafgarh. Asked as to why he had come to Delhi to scdl his produce, 
ho replied that there was no bania dealer in his village and that it was 
convenient to him to come to Delhi because he had net only to sell his 
produce but also to purchase some things for himself which he could i ot 
do in his villagin He further stated that although ho was indebted 
to a hania in Najafgarh he was not at all compelled to sell his produce 
to him and that he would pay him such amount as he could .'ifford to 
pay out of the pro(^eed8 of the sale in Delhi. Gangaram Jat had come 
from Nirniii, 3 koa from Delhi. At the shop of Shivlal Prabhudayal, 
'^ne Naunda hud come from Jwala Heri, 5 kox from Delhi, Eamjiial had 
♦come from Keaopur 6 koif from Delhi and Premsingh had come froj*i 

Graifi attd Cotton Merchants of Rui’^ki-Mandi. 



6 km from Delhi. iUmifilal etated that hn Jadt4>ted to 
^fmkajai^s at Najafgarh^ and l^ed. Asked ^^hy^ did «ot 

i^U his crop to these mahajttH»^ he said that the mrtkajan at Nangloi 
had a^ed him to sell the producpw^at Dolhi and pay him in cash 
instead of in produi-e. At the shop pf ChaiWiiilal Hataalal erne rart 
Itipct hild been brought by 3 zamiMlarit^ ISthenau, Bikha and Bhola, 
from me village of. Dagarpur, Tehsil Bagpai, District Meetnit alnjut 
9 io^ flNSib Diihi. At the abt>p of Lachniinarain Suraibhan, Ailaudiu 
had come from Naun in the District of »(^urgaon al>out 2t) from 
Delhi. D'llipning had oome from Samipur 6 Xox or about b miles from 
Delhi, in the Delhi Tehsil, and Nathan had come from Madhepur 
4 toA from Delhi At the shop of fiopinath Ram Kisheh, produce was 
sold by one Chinta Lambardar of Jagatpur in Delhi S^thn about 
^ kos from Delhi, 


//tfief'rtit f in y/rny ttnd rj'iK nsi h for mitrkftunj tn tht iuntuh, 

2677. The dealers and the ///A/ /-sellers who were questioned all 
agreed that there is generally a difference of 9 pi<‘s per nipv'e in tin* 
prices of grain in Delhi and Uni I t Montii and «lu>se prevailing »n the 
a)ofussiI months of Narela, Najafgarh arul Hahadurgarh. The dealers 
were unaniinoiis in the view that it does not and would not pay the 
Tiedussil hanift to buy in the niofussil man^hft and sell the produi'e in 
liui-ki MatoU. Hi* has to pu} 2 annas a inaund on cariiage of g<H)(ls, 
6 pies per nuuind tiuiuinal ta.x in the city of Delhi, 3 pies per inaund 
for packing, weighing, st‘vwng, etc., and 3 pies per rupee* or one anna 
per inaund /is coininission charges to his nrtin in l)v*lhi. It does, how- 
*c*V(*r, |)ay the ytminUttr to bring the produce to Didhi as tri^niiport 
arrangements are his own. If, however, the has to iccover his 

money from a yifnithlar client, he does ac-cept grain /it the irunuli price 
and sell it through liis iufin at a loss of 5 p(‘r cent, in the aggfegirfe. 
in the case of cotton, both the niofussil dealers and the yunitninra bring 
the produc*e for sale in the city of Delhi. Most of th^ cotton rroduced 
in (he Auhft, say about 12. annas in the rupee »'omes to tlie Delhi city 
market and roughly half is brought by the znmnnitirs and half by the 
village dealers. The niofussil hnnia dealer in cotton has to pay 6 
/iruia'' per maund on cartage, m.\ pies on coolies and two / i.rias f/er 
niaund on widghing. Norn* of thcM4* charges are born*' by the : tnn'n//nr 
selleiN at all. The bxal mills take 40.J .seers for a maund which rneana 
u loss of roughly 2 anna per maund. Six [>ies per maund are deducted 
as f/alali by the local nnlhs and >evcn pies per rnaunil j.s lunulhni or 
weighing by the local mills, six pies per inaund is paid as coninuHsion 
t4» the uiiin and six pies per maund as terminal tax ; and about half a 
per maund or 2 annas per maund is the losa on account of 
ahrinkage. The total cost on account of all these in roughly Re. /14/6 
per maund, while according to the mandi dealerH supporjted by 
Zailtiitr Krishen Ram, who was premnit in the ntandi, there is 
generally a difference of about a rupee per maund in the price of 
tx>tton at Nareia and Delhi leaving about six pies to 2 annas 
profit to the village dealer. Against this small profit, there is the ri»ik 
of loss if the nriec on the next day is lower than on the preceding day 
w^hen he purchased cotton at Narela. 


Prtj port ion of the crop Mold in /)rlh\ 

WuH. The total amount of cotUm produced in the Delhi Tehail is not 
i$nough for the Icwnbl demand of the mills and cotton comes for f^ale into 
Delhi from Ghaziabad as well as from Meerut District. 
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2670. For the last two or three years, the wneat crop has failed in Delhi» 
hut in a good year about 65 per cent, of the wheat erop in Delhi Subn 
comes to the Delhi market while the rest is sold or consumed in the 
smaller mofussi] mandnt. Of this 65 per cent, 40 per cent, is marketed 
through mofussil dealers at one stage or the other, while 25 per ctmt. is 
hroiight into Delhi for sale by the zamindars directly. Jau or barley is 
generally grown on Najafgarh and Narela side. Al>out 50 per cent, of 
the produce remains in the local niandU of Najafgarh and Narela at the 
harvest time, while the other half comes to the Delhi market at the 
hriivest time. If there is demand outside Delhi, about half of what is 
sold in Najafgarh at the harvest time is sent to outside markets through 
the Railway Station Kishengunj : but in case there Is no outside demand 
this also eventually finds its way gradually to the Delhi market. The 
]iroduce brought for sale to the Delhi market at ^he harvest time t'cmes 
through the 2 ftnn»}fInrM themselves. 

26^0. /Gram, maize, miidtar and toriah are other staple crops 

so)(^ in Delhi market, but this year very little of this has come to the 
itiarkei so far. 

Storage, 

2C81. Zatldar Kishen Ram and the dealers in the Rui-ki-Mand i weie of 
<^pinion that about 25 per cent, of the zamijolars do actually store 
produce for six months in the hope of being in a position to sell at a 
iavourable price later on. When pressed to mention some names they 
stated that one Bahadur Singh of Moghulpura Kaian actually stored 
produce fv)r as long as 24 months and suffered a heavy loss on this 
account as the price of the produce was four seers a rupee at the time 
he fttured it and is 1(» seers a rupee at the present time. They mentioned 
also one Ratansingh of Moghulpura, one Harnaiii of Kundangari in the 
Honepat Tehsi) of Rohtak District and one Dal ip jai in the village of 
KbewM in Sonepat Tehsil as instances of zami r Jars who are in the 
habit of storing thfir produce. 

2GS2. The mofussil mandi dealers who sell their produce through the 
art tan in Rui-ki-Mgnd i do not wait for more than two or four days to 
sell the produce, as no ariin in Rui-ki-Mandi stores his produce in 
order to sell it at a higher price later on. 

The artia's profit. 

2683. The dealers or the artia^ in Rui-ki-Mafidi pay the zamimlars ready 
cash, while they sell the produce to the buyer on credit for eight days, 

thus losing interest for 8 days. The seller of the produce has not to 

pay any commission to the artia; this is paid entirely by the purchaser 
and amounts to only 3 pies per rupee. The seller whether zamiridar or 
a dealer has not only to pay nothing to the artia^ but actually receives 
from the artia about 2 annas per cart which on an average weighs about 
2(» maunds and is of the average value of about Rs. 80/ in the case of 
wheat and Rs. 40/ in the case of jau. The zamindar seller also gets 
from the a/‘tia free tobacco, one pice for arhar if he has brought his own 
food and sometimes food also. The artia has to pay in addition to 
those one anna per cart as rhoukidari to the owner of the mandi or the 

karni^ and 2 annas per cart as fulai. Over and above this, the ortia 

has to stand godown charges for 15 days as the buyer is allowed to keep 
in the godown free of charge for 15 days. All this hks to be met 
opt of the commission of 3 pies per rupee. Out of the balance which 
remains, provision has, to ^ m^e for shop expenses and for the 
insurance against loss on account of bad parties. Interest is charged 
by the artiaM after eight da 3 rB cr^it to their clients at the rate of 
8 annas per cent, per mensem. 

Grain and Cotton Merchants^ Rui-ki-Mandi. 



FirMtncing of artias ond iotere^t ^hartj( < 

3^884, There are 35 shops of arfios in Rui-li-Mafidi arid Medguaj in thia 
»eity of Delhi, out of which only 5 dealers 'do business entirely with their 
own money. Jhe remaining have to borrow to the extent «>f irearly \t 
annas in the rupee their capital for which they hav»^ to f>ay interest 
at rates varying Iretween -/S/- to Re. 1 - per cent, per mensem to the 
city m/iuf:ar according to the credit and standing of each party. 

2685, Weights in the /fut kl Moodi as well as in the mofussil are 

all standard weights—80 tolas making a seer. Both the dealers and the 
lamtndar^ present agrernl that there was no e.vcess charge in \^eighing 
,and that nothing more than 40 seers were actually Aeiglv'd for the [nice 
settled for 40 seers. 

Notes of interview by Professor L. CbabUni with f rato and 
cotton merchants of Naya Bazar, Delhi. 

Mk. 8ant.v\rcin (jIirwala assisted at the enquiry. 

2686 . Laid If am Gopaf o/ thepnn of Sith Ifom Gopa! (nnao 

Hnznt, Dflhi . — For the last two years, very little gram has l)een 
coming to the Delhi market from the villages in Delhi as the i iops have 
hecf. very uiisatisfactorv . In an ordinary year the Milages ni Delhi 
Tehsii send al>out a lakli of inaunds of grain to the Delhi market, consist- 
ing mostly of wheat, barley, gram and toriah. The mofussil places in 
the Punjai), [particularly Wazirabad, Gujranvvala, Khanka Dogran 
fDistrict Shekhupura) and Oojra inandi in Lyallpur H^md on an 
about 20,000 inaunds of wheat a month, while on the eastorn side vdaces 
in the Disti lets of Cawnpore, Ettah (District Jalaon) and Ettawah 
send about 5,000 maund.s of wheat a month. Vliout J,000 mauridll of 
dinong ptM* month comes from Cawnpore while »/;''/ conich from Khur- 
sana in tlie District of Bilaspoie. About 50,tK)0 inaunds of wheat a 
year are imported into Delhi from Moradabad, ( bandauKi, Hapur, 
(ihaziabad and Arnroah. The total amount of cereals sold in Delhi 
' aiie.s between 80,000 and one lakh inaunds a month, l/3rd of which is 
sent out to \iliages round about Delhi and 2 3rds is connurned in Delhi 
it.self. Nothing is e.\})orted to Bombay or Karachi, There are no 
here nor any kothnx for storing the produc*'; grain is stored in 
horis vihich are ke[)t in the godowri'* of the sho[)s of grain (balers in 
Naya Bazar. 

2687, Sflh 1 Inikui J)<ts <#/ Saijn liaz<u , — The grail* rnerihnnts in Xaya 
fiazar, Delhi, do mostly art to work. They do not buy and sr*ll ori their 
own acTOunt, but sell on behalf of their clients chargu.g them a loinmis- 
sion. The zaimtidar clients deal mostly with dealers in lim kt Mamlf 
HPid Med (iunj in tSadar Bazar or go to Chauri (lunj and l^ahar (iunj. 
The dealers in Naya Bazar get grain mostly from (lu^^side; \ery little, 

at the most 1 anna in the rupee comes from the Delhi Tehsii. The artio)^ 

advance lo their clients amounts varying between 12 to 16 annas in the 
rupee of the value of the produce on the .security of (he produce entrust- 
ed to them. The clients take sometimes actual cash and sometimes diavr 
darMhani fiuodt^ on the art fa. Interest is charged at the rate of 
per cent, p^r mensem. Practically every client takes some advana*. 
The producers generally kept with them for about 20 days or fine montli 
before it is sold. It is very rare to keep it unsold for three or fouT 

months as no one wishes to take the risk of fluctuations in prices or 

deterioration on account ot the surface moisture. The goriown charges 
of the artia come to Es. 3/2/- for a hundred bags (ea<i bag weighing 
«il)out 2i maunds) per month. This is paid by the ^kr. The charges 
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paid by the buyer are Rfi. 2/8/- per Rs. 100 worth of produce sold, out 
of which -/1ft/- annafi are deducted by the buyer on acc?ount of the 
ehargea to be paid by the buyer as brokerage, weighing charges, remuner- 
ation of coolies, etc., so that the net charge is one rupee rnd nine annas 
per cent, or 3 pie.s per rupee. As the buyer pays money only after S 
days, this includes interest for 8 days anil the net charge to the buyer 
is Rs- 1/7 0 per cent. Out of this the arttd4i&& to pay 1 /10th to the seller 
und to meet expenses of boarding and lodging of the selling clients who. 
stay with the rtrfia sometimes even for 15 days or a month at a time. 
The clients have to be informed also of the daily fluctuations in prices. 
While the charges for telegrams fall on the seller, the postal charges of 
postcards and letters fall usually on the ftrtia. (^n the whole, the net 
earning of the orfia do<*s not cQine to more than Ue. 1 per cent, out of 
which the arfia has to meet Ipsaes on account of bad parties. 

2088. A number of TjnniiHht i i( nw-a-days bring produce to the mofussil 
maruliH like Bahadurgarh, Narela and Sonepat and pay cash to their 
creditors, from whom they have borrowed money, out of the proceeds 
of the sale. In the mofussil inmuJiH there are also a number of Muslim 
Jnr dealers in addition to the hniiia dealers. This firm has several 
khainx from Muslim and Jnt dealers in the Punjab nuifidh, specially in 
Hohtak where there are hundreds of Ja1 dealers. The zurnindar dealers 
in the small mofussil tnavdis deal sometime with big mofussil mmidis 
and Hometiine direetly with dealers in the city of Delhi. 

268f. The difference in prices of the small m/i/o/ov and Delhi hardly 
•covers the expense of transporting produce. There are occasions on 
whi^^ there is practically no difference, c.^., gram is sold at 10 seers 
a rupee at Rohtak as well as in Delhi at pre eiJt. Ordinarily, the 
difference is about half a seer to 3/4ths of a seer per rupee. The ariia 
not store produce for higher price, as godown charges and the 
danger of deterioration do not make this a reinum^rative l-usiness to 
hi.j clients. Zanniidat and dealers who w ish do this keep their 
grain in Hapur or (ihazialmd and send it for sale to Delhi only when 
they think that the price is favourable. 

26W. The business in grain in Delhi does not re»piire much outside 
finance. There is only a limited scope for this business in Delhi, and 
arfins have generally enough funds of their ow n ; and in case of need 
they l)orrow from one another, but seldom go to a bank for assistance. 
The following are the prices of first clasfr wheat recorded in the 
Account book of broker 8hiv Karan Ji on the 1st of every month since 
Jet/i 19Sfi: — 

WTieat 1st Quality. 


1st Jeth 1986 

... 

Sj seers. 

Ist Asar 1986 


... 9 seers. 

1st Saw an 1986 


... 8 seers. 

Ist Bhadhw'a 1986 


... TJ seers. 

1st Asu 1986 


. . 7i seers. 

1st Kartik 1986 


... 8 vseers. 

1st Mangsir 1986 


8| seers. 

1st Poh 1986 

... 

... 8J seers. 

Ist Mah 1986 


. . 8 seers. 

1st Phagim 1986 


... seers. 

1st Chet 1986 


9^ seers. 

1st Vai»«l3K 1987 


10 seers. 


Grain and Cotton Mrnhants of Napa Bazar^ Delhi. 



The grain dealers here generally follow the lead of European 
export merchants so far as wheat prices are >oii<*erned There i» a 
general belief among them that these Europeans export inerchanta 
ftmiiipulate prices to suit their own purpose. They make a show v>f 
buying in order to raise prices and then effect contracts with dealers on 
this basis, lowering and |aising prii*es just aa it suits their purpow»s. 
The market is completely xJdhii anted by them iintl quite a large number 
of dealers have suffered heavy losses. Although *hepe Ku»op<’au e.vport 
liriiu practically do no business in Delhi, the rat ‘s setlb^d by them iu 
places like Karachi and Lyall|)ur rule the Delhi niarket. e 

2692. I ut: rrir >v with the fit w uf }i(ij (^huni Lit! draltrft in 

cot f (HI (ind (jKihi hath . — The salealile produce of Delhi villages nobf 

go outside tile Delhi province. It generally comes to the Delhi market. ' 
AI>out 2/3rdH of the produce is l»rought fpr Hule to Di‘lhi and to mofussil 
ffidvdia like Narela liy the and only 1 /3rd is bought by the 

hnitid or the village dealer. (At the time of ihe inlervii w 2 agricul- 
turists were actually jirewnt at the s^op. One was a Jot Ivy name Rak 
l^hal and the other hy name Hhandu who had brought y/ca, ^tihamo^ 
Aounf, forot/i and for sale.) Cotton is generally sold to the local 

Mills but the transaction is Hettled through the in Uni-ki Mandi 

and Med (»anj. This firm ust‘d to deal with many uiffundani in Delhi 
Prfivince directly about two years ago, but since the crops of the last 
t VO years have Ihhmi utisatisfaetory and more business from outside is 
offfring itself, the firm dcK*s not do now much business with the villages 
ill Delhi. On being askrd to give from his hnruli a few t»ames of tht 
asrrieulturists who have sold their produce through him as an arfia, 
the following entries were picked out at random from the account 
i>ooks : - 

1. JIfh d/oo7 /92.v.-~Hazarilal, Jnf (of Ghatwar) .sold grai©"liwrth 

R«. fK). ' 

2 . d/oy JUJ'k — ( haguram. Jot of Nangal Deokawala (Delhi 
Tehsil) sold Korxtm worth Rs. 20. 

3 '9th M(nj — Ram Rukh Ahir of Wazirabad (Gvirgaon) sold 
ftnt worth Rs. 5/9/0. 

4. 'fth huu V.Uil . — Juina Bux, Mian of Bcgumimr sold orhnr and 
(]h(n>i(( worth Rs, 154. 

5 /AVA Jojiunrtf !9.s7. — Khiali, Jnf of Jajiruwala (in Tehsil 
Balabhgarh) sold koftan (cotton) worth Rs. 130 at the rat^ of 
Rs. H ptM* nmtjnd. 

0. ^'(fh Jtnniorf/ — Puranina] Taga, Bhadurpiirw ala ()!» Dcl}^ 

Tehsil) sr)ld kapug (cotton) worth R». 448. 

7. !9fh Jonuftrp 19^7 . — Nihal Chand, Jaf Loskiiniwala (in Tehsil 
Balabhgarh) sold kofiox at the rate of liR. 7/8/0 a niaund 
and at the rate of Rs. 62 a maund, total Rs. 171/6/3b^ 

None of these were in any way debtors of this firm^ which docs nq^ 

advance any money to agriculturists except on the M/ urity of 

j«old to them as ortio, * 4 X 

2033. N^^only the zamitt/ior* sell their own produce directly to lha 
oi fio, li^pbquite a number of them are purchasing the prcxluce of 
and settmg up a« small dealers on tftfrir owa acc^iunt, bringing j 
tn the city for sale to the arf inn. The numhi«»f%f this c1a.ss has incrSaifed 
r articularly in Maidangarh. Ladosarai and Mahranli. On being 
t«» name tw*o such dealers, the representative of the firm mentioned imp 
Ghand, Jaf of Rajpur Khurd and Kanya Lai, Saida Job near 

Kiitab. \ 
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267ft. 1 . Any investigation into the statistics of agricultural indebtedness 
of the province with a reasonable degree of accuracy involves the 
conduct of a systematic survey through the agency of official as well 
as non official organisations in intimate contact with the agriculturist. 
The illiteracy and ignorance of the ryot are real obstacles in the way 
of eliciting reliable intelligence relating to the existing indebtedness. 
The machinei’v entrusted with the work must be able to earn the 
confidence and appreciation of the villager with regard to the (jofin 
fidex of the enquiry. The careful collection and judicious collation of 
the intelligence are emphasised from the point of view of intrinsic 
vnlue of the investigation. The statistics must differentiate l)etwf:en 
ju'oductive and unproductive debts with classification of co-operative 
fwiuf external debts under each category. 

2676. The primary remedy against borrowing for wasteful and unpio- 
ductive purposes lie.s in the education of the agriculturist. The provi- 
sion of organised credit is hoped to act as a restrain on the borrower. 
The organise,! ion of co-operative better-living societies together with the 
promotion of the .study of co o|)eration anting the agricultural cla-sses 
generally through dissemination of knowledge by modern edin^ational 
iiiethod.s is also regarded to create a favourable atmorq)here and en- 
viionnunt for their healthy growth. 

2627. The estahlishmont of ageneie.s on co-operative lines for the :mi>ply 
agricultural implements and appliances as well as seeds of im 
proved tyfies in iiniuirtant localities, the economic tducation of the 
%4igriciilturist by way of a central model demonstration farm, the provi- 
sion of easy agricultural credit, the liberal grant of improvement loans 
and the promotion of combinations of the cultivators owning small and 
scattered holdings for co operative farming are expected to encourage 
^ borrow'ing for productive purposes by the agricultural classes. 

2678. A large numher of cultivators are indebted to the bania—tha vil- 
lage money lender who !iot only lends money but lends, purchases and 
sells gram and other necessaries to these classes. In addition to the 
^ village money-lender, the Government and co operative societies are 
creditors in rural areas. The Kimindurs raoney-lendefl^who are 
of recent growth in this province. constitute a fairly imporHit section 
ot creditors. 

fit.2879, 2. The rate of interest generally charged by the money-lender and 
tile zamindnr varies from 12 to 24 per cent, per annum, wdth 
th^ class of borrowrer afid to some extent the nature of security offered 
for the purpose of loan. The co-operative societies charge 12j per 
Mr, Mf^htah Singh, 
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cent, in rural areas while Govemxnont advances loans at a rate of about 
6 per cent, per annum. 

2680. The compound interest is mostly charged haif>yearly by the money* 
lender and the 2amindar$ who generally resort to the courts of law for 
the repayment of debt before the expiry of three ^ears. although 
renewal of loans is also not uncommon in this province. Tne manner 
of maintenance of accounta coupled with the incUiiatioa to exploit the 
needs of the ignorant borrower in certain instances renders the rate 
of interest exorbitant. The half-yearly compound interest is often 
charged on the total amount of loans advanced from time to 
during the six months at the time of the harvest. The co*operativi^ 
societies and Government charge simple interest recovering loans by" 
law ^in eases of default of repayment at harvest time. 

2681. 8. The credit facilities do not seem to have been adversely affected 
to ar^y considerable extent b> the operation ot the Punjab Land Aliena- 
tioii Act because although the non agricultural money lender does not 
advance money on the security of land, the lanitndar money-lender who 
is unaffected by tbe provision of the Act has taken his place. 

2682. 4 . The replacement of the small agriculturist hy the bigger 
zamtndar is not known on any appreciable scale in this provinc’C. 

2683. The majority of the money-lending classes is non-agricultunst ami 
as such is excluded from any title to the cultivator's land under the 
Punjab Land Alienation Act. 

2681. 5. The Punjab Land Alienation Act affords a measure of protec- 
tion to cultivator from the non-agricultural money-lender for his 
landed property being passed on into the hands of creditor. !Ilie 
cam^s of cfhcient farmers being turned into tenants through the process 
of the enforcement of old debte are not frequent in this province. 

2685. 6 . The continuance of the process tends to operate to the disad- 
vantage of (he economic development of Indian agri(’ulture. The desir- 
ability of ttie provision to check frequent ejectment of the tenant 
deserves considci ation. The sale or mortgage of an agricultural 
holding within certain limits may be prohiV)itcd by legislation. 

26*^6. 7. The -(ifnindar money-lender extructs labour on a limited scale 
from his borrow^er for (uhivation of his Innd and provides food etc., to 
him. This doc.s not affect interest on loan The borrower who gene- 
rullv belongs to the caste of his creditor is averse to rendering any 
menial services in lien of interest owing the (ornmunal pride. 

2687. 8. The village money-lender advances loans in kind a« far as potsi- 
ble and takes the profits of the transact irns involved in purchase and 
supply b<vth for productive and unproductive purposes. The rate 0t 
interest though appears nominal to the borrower is thus often raised 
to a high figure. The illiterate and ignorant borrower is consequently 
deep in debt and his produce pa.sses to his creditor for several years. 
Fot cash advances, which are allowed on a limited scale the money- 
lender charges interest generally varying from 12 to 24 per cent, per 
annum but all loans arc alike adjusted in terms of cash in the (?rcditor^» 
books. The borrower is uneducated and has no idea of busineiii 
methods. 

2688. Ttiiybank credit in this province is mostly confined to commerce'^^ 
and indUlry. 

^ 4 

2680. The svstem of rahti loans appears to Iwr gaining popularity wit4i 
people of small means it this province. A loan of rupees ten is alTowedN 
tc be recovered in twelve monthly instalments of a rupee each, Ihe 
same borrower can obtain a number of rahti loans on this system. 

TOL. IV Q 
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The borrower is required to pay about a rupee by way of stajnpeii 
paper, the writer's fee, etc,, for the grant of ruhii loan. In default 
of payment of any monthly instalment, a rupee and a quarter is to be 
paid instead. The mhti loans are often allowed on the surety of 
another person of known credit who also gets his commission from 
the borrower. 

2690* 10. The desirahility of the provision of legislation for the publica- 
tion and regiilfition of accounts of the money-lender as well as ensuring 
fair trans-ictions lietween the money-lender and the agriculturist 
detHU’ves consideration. 

2601. 11 . There is neither any village arbitration board nor any pan- 
chaynt in this province for the settlement of disjjutes between the 
money lender and the agriculturist. 

K. — Finance for agricultural production. 

2692. 12* In practice, there ia no particular distinction made in respeei 
of tiie different clfassea of agricultural borrowers in relation to the 
existing Hy-^teni U) olitain finance for agricultural production. 

(//) Duriiig cultivation, finainx* i.s obtained mostly in kind adjusted 
in terms of cesh in tl;e cre-ditor’s books, at a rate of interest of 24 per 
(‘ent. per annum gt ricraily, payalile at harvest time. In addition to 
the interest charged on loans, the money-lender keeps a maigiii of 
profit of ab(>ut ten per cent, both at the time of supply to, and recovery 
of seed frmn, the horrower. 

(6) The ea))ital and {lerrnanent improvements are financed by Gov- 
ernment at about 6 p/cr cent, of interest per annum. 

(e) The lakitri loans are advanced by Government during times 
of famine h(‘sides remissions of land revenue. The money-lender lends 
grain to the agrienlturist to be adjusted in terms of i-a.sh in his books 
carrying interest at 24 per cent, per annum generally. For the pay- 
nnait of land revenue, the agriculturist borrows money from the money- 
lender or CO o|)erativc society at 12 per cent, to 24 per cent, and 12.^ 
per cent, of intei’ost per annum, respectively, and generally payable 
half yearly. 

2693. Roughly s|)eaking, the finance for agricultural production obtain- 
ed in kind is to the extent of sixty per cemt. 

2694. The land, house property and ornaimmts form the .security on 
which loan is obtained by the agriculturist. The extent to which loans 
are obtained against material security is however not considerable. 

2695. The co-operative movement has still to do much in the matter of 
displacing the money lender from financing productive operations of 
agricultural industry in this province. 

2696. IS. The cultivator is benefited to an appreciable scale by the grant 
of fakavi loans under the Agriculturists Loans Act. A liberal grant of 
loans payable on easy terms is suggested to attract the agriculturist to 
a larger extent, 

2697. 14. There is at present no co-ordination among the various credit 
agencies, 

2698. 16. The provision of finance for agricultural production in kind 
should be encouraged as far as possible. The seed, implements, etc., 
obtained by the agriculturist under the existing conditions are of in- 
ferior quality. The provision of better seed and improved imple- 
m^ts is regarded essential towards the improvement of the produce 
of the agriculturist. To ensure the supply of seed of a guaranteed 

M^4 Mehiab Singh. 
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Government aotion, if necessary. 

2'f^O. 16. The available mpita] to finaiu^c agricultural production in this 
pr< vince appears not insufficient as is evidenced in the reduction of the 
rate of interest by the Provincial Co operative Bank, the central 
financing institution. 


c. — FiXANCE FOH MAKKtTlXO, 

2TOO. 17. Nature seems have been kind in so distributing the agrieuF 
Inral traets in this province as to afford a market not far distant even 
from the mosr secluded villages. Besides Delhi, which is a great 
di.stribut ing market in \irtue of her l>eing the iimrtion almost all 
the important railways in India, there are small marhi in Mahrauli, 
Najafgarh. Biiwnna, Narela, Iingpura, Shahdara, Karala and Kan 
jhawda. 

2701. 18. ])elhi is in fact, the only prineijial market iiy the provima^ 
which receives a larger pr<y[Hyrtion of her agricultural produce in gr:.ins^ 
se(Mis, chillies, cott(>iu etc., either for purfio.ves of IfM-al (’onsiiinpt ion or 
export. The liaiance is despatched to the neighlyouring market w of the 
Punjab and I hi Cnited Provinces, an well as railed direct to Karac'hi^ 
F*crnhay and ("alentta. 'Fhc sm.all marts are '>n the (»ther hand, < om 
I'erned inaiidv in the colli'ction of surplus produce of the locality. 

2702. The fruits, flowrr.s and \ egetahles are mostly brought to the tnnruli'i 
at Faiz Bazar and Suhzimandi in Delhi by the laiUivator or trader, 
and sold by avu'tion through (he agency of the commission agent who 
generally gels an anna as eoinmission for every ru|)(‘e worth of the 
product marketed. 

2703. ( ’ash t r ansui t io!js are the rule in the Delhi market. There is no 
e> change of ('ommodit i(*8 effected in any of the marts in its literary 
stmse. The eulti\ator takes his firodnee to the dealer in the mart and 
obtains his necessari(‘s of (doth, oil, salt aiul iinpleimmts, h\it his sales 
and purchases are alike adjusli'd in terms of cash in the dealer’s books. 

2704. lender exi.sting conditions the produce is carted l>y the cultivator 
or the village tradf^r to the I)<dhi market where »t is sold to the whole- 
sale dealer tnioiigh conumssion agents or arhfiaK. There is UHually seen 
a large number of brokers and p<dty agents going round the market, 
and there arc almost always one or more intermediaries between the 
buyer who takes the produce to the destination of (onsuniption or 
export, and the cultivator or the trader who actually brings the com- 
modity into the market. 

2705. A large number of culfivators are indebted to a tlass of trader who 
is generally the village money lender. He not only lends money but 
lends, purchases and sells grain and other necessaries of life. The 
village money-lender who finances the ordinary movements of the crop# 
is therefore the possible purchaser and distributor of the produce of 
such cultiv^iiors. The arhtia or commission agent who finances the land- 
owner and regular customer often lends money on the basis of a maxi- 
mum of seventy-five per cent, of the then existing market value of the 
produce stored with him. The balance is paid after the produce i« 
sold less the interest at 7| per cent, per annum on money advanced 
and godown and other charges varying from Rs. 2 to Rs. 3-2 0 per 
month for every hundred bags of the produce stored with the commis- 
ffion agent. 
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2706. The commission agent, broker and arhtia are strictly speaking 
different names for middlemen. The arhtia often acte as merchant and 
the margin of commission upon which he operates varies generally from 
a rupee to a rupee and nine annas for every hundred rupees worth 
of the agricultural produce according to the class of the latter, 
marketed through his agency. The amount of commission is charged 
generally from the customer in the Delhi market and both from the 
cultivator and the customer in the provincial marts. The producer 
or trader has also to pay wages for the weighing of his produce at 
two pice per bag weighed, besides other incidental charges in the 
shape of yau*ihala and dharmcula which are three pies and an anna 
for every hundred rupees paid to him, respectively. 

2707. 19. (a) The agricultural produce, specially grains, oil seeds and 
pulses, previous to taking it to the market is stored loose on a room 
forming a complex mixture of good, bad and indifferent stuff and no 
attention is paid to sorting and grading the respective products. 

{h) At the market, the produce is generally stored packed in gunny 
bags. 

2708. The grain stored with the commission agent in the Delhi market 
is used as a security for obtaining credit. 

2709. 20. The provision of a bonded warehouse in Delhi is expected to 
facilitate sio age of commodities intended for export to save cartage 
and terminal tax charges. 

2710. 21. The agriculturist does not enjoy banking facilities and the co- 
operative credit movement has yet to do much in the matter of finan- 
cing of produce during marketing. The cultivator because of the frag- 
mentation of small holdings is often a producer on so small a scale that 
it is practically not possible for him to take his produce to the larger 
markets and to sell at current market rates. He is thins prevented 
from obtaining fair price's for his crop and naturally looks to the local 
(huilcr- for his sales. The producer owing partly to poverty and partly 
to his ignorance can obtain prices far from satisfac'.tory for his pro- 
duce. The co-operative marketing appears the most pf'omising remedy 
and also one of pressing importance in the existing conditions. The 
cooperative organisation can store the produv'e brought by its members 
ad\ancing them a reasonable percentage of its value at the existing 
market rate lill better prices are available. The existing marketing 
system presents a real obstacle to agriculture progress and rural 
banking. 

2711. The exporting firm is in rare cases known to finance the agricul- 
turist by advancing a reasonable percentage of the estimated value at 
(Uirrent market rate of the standing crop, through the agency of the 
guarantee broker. 

2712. 22. The railway receipt is employed for raising money during the 
process of marketing. 

2713. 23. The co-operative movement is expected to solve the problem of 
the cultivator possessing little or no capital and owning small and 
scattered holdings in promoting combinations to secure some of the 
advantages of transporting and marketing on a large scale. The 
employment of co operative resources not absorbed at the growing end 
of the farmer^s business in a well-organised distributive enterprise will 
biing greater profits to him. 

D. — LoNO PKHIOD loans for AaRICTTLTURE. 

2714. 25. I'he province of Delhi possesses a comparatively much onaller 
acreage under crop as compared with her neighbouring sister provinces, 
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and as a consequence, takes a sxnalier relative share in appriculture. 
There is a demand for long term credit particularly in relation to im- 
provement of land by the cultivator owning large holdings. 

2715. 96 * The Imperial Bank of India ia precluded by its Charter from 
making advances against ine security of land and joint stock banks 
owing to their inability to allow long term loans are of little service 
to the agriculturist. The chief solution lies in the creation of co- 
operative land mortgage banks for the provision of long term credit 

2716. 29. The Punjab Land , ^llienation Act is in operation in this pro- 
vince, the non agricultural money lendi?\g claFses are often found 
averse to loan capital for long periods to the agriculturist, 

2717. 31. There is neither any mortgage bank nor any other bank in this 
province for the provision of long term credit 

2718. 37. The creation of a co-operative land mortgage bank is suggestc'd 
for the adequate provision of long term credit against sound security. 

E.—I.NPUSTRIE.S STTBrtIDIARY TO AORICULTORK. 

2719. 38. There are many small fruit gardens und orcliards scattered 
throughout the province. The fruits which find favour in the local 
market and are produced are mangoes, peaches, hanauas, t) 0 !ii(gta- 
nates, I'infuu h : ^ aiu icol.s, j(iwnfi <y guavas, ap[)h*s, loqaf s^ h'luuns. 
et<*., whereas in th(' group of flowers, eonunon roses and jesamiiics 

^are in good demand and are also grown. f)nionH, earrots, turnips, 
lal'i'ifi, melons, cucnmhcrv^ briujals, hhindia, ioris^ tomaiarSy 

etc , are amongst the vegc^tables cidtivated extensively in the suburbs 
of Delhi, Najafgarh and Jangpura 

2720. Besides (jur making, hand-spinning and cattle-hreeding whi(h are 
practised on a limited 8(‘ale only, tlie small subsidiary industries allied 
or supj)lciiiental to agriculture are non existent in this province. 

2721. Under the j)resent conditions, industrial finance is no problem in 
BO far as the existing industries subsidiary to agriculture are con- 
cerned. 

2722. 39. There are at present no such industries conducted in this pro- 
vince on any appreciable scale. 

2723. iO. The provision of transport facilities is a neex^ssary feature of 
any attempt towards opening up of markets for the products of 
these indu.stries which however arc not conducted at present in this 
province, on any appreciable scale. 

2724. The agricultural population cannot affoid to overlook the 
economic value of the home induBtries in periods of forced idleness. 
The main solution of the problem of economic salvation of the agricul- 
turist generally, and the farmer who is left under the baneful influence 
of fragmented small holdings not enough to support him and his 
family particularly, lies in tne organisation and development of home 
industries. The village can hardly remain a sound economic unit in 
the absence of the provision of alternative occdpations suited to the 
existing conditions. The following arc some of the important indust- 
ries of the class which can be conducted in spare time and otherwise 
at home and in which one could count upon the assistance of women folk 
and even boys and girls in the family: — 

(i) Cotton spinning. 

(ii) Cotton weaving. 

(iii) Carpet-making. 
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(iv) Bope-making and mat-weaving. 

(v) Ntwar and tape-making. 

(vi) Bamboo and eane woii:. 

(vii) Dairy farming. 

(viii) Thread balling. 

(ix) r/o/<7 making. 

(x) Textile printing. 

<xi) Poultry fanning. 

(xii) Toy making. 

(xiii) Oil pressing and Boap-making. 

(xiv) Sugar manufacture. 

(xv) Lacqui'r wares. 

2725. The problem of the provision of financial facilities may be solved 
by the organisation of industrial co operative societies amongst the 
workers and the a|)i)lieati(>n of the prineipli' underlying the ‘State-aid 
to industries’ to this province. 

O. N()N-AORIC(U.'n'R\L rRFDIT AVD I NDKBTEDNESR. 

272(). 48 . The extent of indebtedness is not known but there is evidence 
10 show' that the laek of finaina* in recent Nears has contributed to- 
wards the eontraetion in the activities of the trading and industrial 
communities in this province. The rate of interest generally vanes 
fiorn 7i to 12 jier cent, per annum. * 

2727. Th<‘. {lifficulties in obtaining loans are chiefly experienced by the 
small and middle class industrialist. lie often finds it difficult to 
exhibit his financial staridiiig in a form intelligible to a hanker and 
is unable to offer seeuritv of approved name and of stock that can 
be readily disposed of. The bank often refuses to advance money for 
lengthy [xo i'xls on the security of building and plant. The cottage 
worker on the other hand, is destined to remain in the elutches of the 
merchant middleman until he is assisted to obtain credit on easy 
It rms. 

2728. The desirubility of the grant of State-aid to cottage industries and 
the extension of the eo operative credit amongst the trading and in- 
dustrial classes deserves consideration. 

2729. 49 . There are local industries, such as, pottery, gold and silver 
threads and lanietta manufacture, te.xtile industry, soap manufac- 
ture, brass iviid copper Nvares, thread hall making, iron foundry in- 
dustry, leather tanning and leather working industries, etc., existing 
in this province. 

2730. Hpeuking generally, the want of financial facilities coupled with 
the growing laek of credit and the high rate of interest appear to retard 
the development of industries, particularly small industries of the 
province. The small and middle class industiialist or trader is ham- 
pered by the lack of finance at reasonable rates. The existing organi- 
sation is considered neither elastic nor sufficient to meet the industrial 
needs of the provim'e. The desirability' for the creation of a suitable 
organisation for the provision of initial and current industrial finance 
for long periods and on easy terms deserves consideration. The grant 
of Government loans to small or cottage industries in cash or by way 
of hire-purchase, at the present st^e is also suggested under a special 
i'et providing suitable means for recovery. 
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^731. 50. The small industrialist, and trader have yet to enjoy the bless- 
ings of co-operation in this province. The need of industrial ci>“OperH- 
tion, particularly in relation to siuall or tH>tta.ge industries is emphasis- 
ed from the point of view of industrial development. There is cHnisider- 
abhi scope for the organisation of uulustnal co-operative societies ti> be 
hiianced by a suitable agency, such ns, a central bank or union imd 
to be assisted in the matter of procuring raw materials and disposing 
of the finished products. 

2732. 51 . The intimate relation between co-oiieration ami Humll or 
cottage iiulustries cannot be too strongl\ emphasised and there is 
field for the oiganisatuui i>f i.idusiriai sueu l.es, especially among 
urlian artisans to finance stocks and arrange Hales. The eo operative 
credit applunl to irmlc and iiuiu.>tnal and coinnicreial jiurposcs is 
hoped to p'biy an important role in the futun* (‘cononiic development 
of the pioviiice. 

2733. 62 . (/|) (i) Tht'n* is no organiseii i^ency I'oncermnl m the financing 
of foreign trade from th'‘ village to the inan<h\ The exporting firm 
makt's Its purchases of the tanumodities of export through the whole- 
sale d*‘al-n or m/tff, as well as through the medium of its guarantee 
biuker who is rarely known to llnanei^ agnruiture. 

(ii> The Importing and expoitmg firm in Delhi generally advances 
mom. \ on the basis of a nnixunnm of tHi jier et nt. of the \alue of grains 
puiehaseii liy it from the mhti or dealer on tin* present at ion of railway 
laceipt 'J'he lialaini* is paid after the arrival of grain at Uie ex- 
. porting port. 

{h) tii The local leoik on the deposit cT about in pt*r eimt. of the 
invoH'e \aliu‘ aceejUs delwery of foreign goods by tiayment ef the 
balante at tin impoiting port The gooils arc subHinjinnitly railed to 
Delhi and stoi I'd in the hank godov. n till dehvery is taken l)y tin* eon 
signee on pay. mot to the liank of the balance of the invoice value 
t(\gether with storage and insiiramM* idnirgi's at annas six each per 
fiackage \)vv mensem and interest at the existing hank rate 

(n) ( redit us allowed by the imp<»rting house in Didhi to the eon 
sunn r loealh as well as m tht* mofusHil art'as at a rate of interest 
gtmerally varying from 7^ to !> per cent, pm annum, according to the 
('lc.:us of matenals for d strihntion. - 

273 1 . The hank gem rally refus<*s a<lvaiU'cK on the merchandise in tin*, 
process of distribution from ])elhi to the eonHurner in th<* mofussil 
aitoiH and acts nu'rely as a eol lector of bills at a conmuKsion varying 
from annas three* to annas six per r<*nt. The lack of credit faihlifiea 
by the bank in this diri'ction is keenly felt by' the induBtrial and 
trading communities generally. 

I. InDIOKNOUS HVNKEIl VNO MONEY-LENDEH . 

2735. 65. The communities practising iruligenous liankirig and money- 

lending b, this i^rovince are banias^ muHjtmM and jatft, 

2736. 56 * The village money-lender not only lends money but lends, pur- 
chases and sells grain and other necessaries of life. He is the possible 
purchaser and distributor of the produce of the small cultivator and 
finances the ordinary movements of the crops. 

2737. The (ity sal ukaf Iws not gem^rally confine his dealings to money 
but he often acts as dealer in imported articles and to some extent 
purchaser of local products. He finances the small trader, industrialist 
.and artisan. 
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2738. There is a small percentage of the money-lending classes living ex- 
clusively or mainly on money-lending and banking. 

2739. 57 . There are practically no banking facilities for the agriculturist 
and the co-operative credit is available on a limited scale. In the 
circumstances, the village money lender still plays a fairly important 
role in financing agriculture. He does not confine his dealings to 
money but is often also a purchaser of local produce and a supplier 
of the domestic and other needs of the agriculturist. 

2740. The trade and industry are, on the other hand, financed to a 
restricted scale on the whole. The small industrialist and trader 
generally possess ing the confidence of the banker and mostly capable 
of furnishing ac(ei)table security are finai.ced vvhile lirger industrial 
and trading concerns mostly go to the banks. The sahukar or banker 
not only lends in cash hut often also lends in kind. The capital to 
finance new enterprises is generally not available and the difficulties 
for obtaining loans for lengthy periods adversely affect the develop- 
ment of trade and industry of the province. 

2741. The intelligent section of the private firms or individuals dealing 
in money-lending is known to invest a part of the savings in industrial 
shares. The deposits are kept with the well-known and well-estab- 
lished industrial concerns in rare instances only. 

2742. 58. (f/j The indigenous banker or money-lender operates with a 
capital, stated to vary between wdde limits from rupees five thousand 
to two lacs. 

(6) The volume of husiness is determined by the chief factors govern- 
ing the safety and attraction of investments. Genernlly spenlciniz, the 
eruployment of capital is mostly seasonal in rural areas while the 
available urban finance doi's not find utility to a large extent owing 
to the general ignorance of industry and trade, either by way of loan 
or subscription to capital. 

(r) The expenses depend on the amount of capital ui operation and 
the standard of living. 

(f/) The money lender is assisted financially by a bigger banker of 
his own class w ho often deals with a bank on an appreciable scale. 

2743. 59. The various forms of hundis are: — 

(i) The transferable hundi payable after 61 days to 360 days is 
stamped at an anna and a half per cent. The hundi is often made 
payable after 6 1 days and is also purchased by the bank. 

(ii) The r. on transferable huiidi^ locally called purja or jania- 
I'harach, is affixed one anna stamp only for its face value and is 
payable after 60 days on the consent. 

(iii) The transferable hundi payable after 56 days is stamped at an 
anna and a half per cent aiid is mainly employed as a credit instrument 
for outside stations like Calcutta, Bombay, Cawmpore, etc. This hundi 
is also purchased by the banks. 

(iv) The transferable darshani hundi payable at sight is mostly 

used for purposes of transactions in the recovery of debts in extern^ 
stations to save insurance charges involved in the transit of Gk)vem- 
meat currency notes. There are at present two systems in force in 
Delhi, namely, naya dhara or new system and dhara or olcf 

system. The damhani hundi on which naya dhafti is written is payable 
on first |iight and the one bearing no system is understood to relate 
to purana dhara or old system and is allowed to stand for seven dayr 
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j for payment with interest. There are eainmittees appointed to deter- 
mine cases of refusal of acceptance of sight or dar$)Mni hufidi and a 
penalty at about 2 per cent, is levied in case of its dishonour frcwn tho 
executor. The bank however does not charge any penalty on this 
account. 

2744. Each hundi is generally executed for a transaction covering a sum 
of Rs, 2,600, and its exchange is often effected through the dMal or 
broker who charges from pies six to annas two per cent as brokerage 
per cent. 

2746. The rate of interest charged varies from annas five to Rs. 2/S/O 
per cent, per mensem, according to the credit of the executor. The 
interest is generally payalile on the date of the execution of the huudi 

except ill the case of purja. 

2746. The promissory notes are made payable on demand and are gene- 
rally employed for lengthy credits. The rate of interest charged varies 
from 7A to 12 per cent, per annum. 

2747. Another way of allowing credit to approved clients by the sahular 

is by the system of chain himh or khatapithn, i.r., current account, 
on which interest is charged at the rate of G to 0 per cent, per annum. 

27 18. 60. The cash credits are generally allo\\ed on the inorlKage of house 
property aiui ornaments at a rate of intt'rest varying from 7J to 12 
p(‘r cent. per annum. 'Fhc other methods of granting loans are 
hfiiidf^-^ ja ,.}a Uia rack ^ proinisvSory uotos and khatapitha. 

2749. 61. Tht' ^ illagi' money leiul(‘r g(‘nerall\ operates with his own 
('apital and is helfied with funds by a. bigger iianker of his own class 
to meet the demands on him for funds. The sahukai in the city who is 
g(‘iierali>' a landlord and often deals with a bank on a large scale 
provides hiinsilf with fumis by in(*aii8 of exchange of various kinds 
of huTulis as well as mortgage of (lovernmont paper with a bank. 

27r)0 62. There is no sutficdenr (HUifidem'e for keeping deposits with the 
indigenous banker. The rate of interest allowed on any depoflits made 
with thf‘ hanker is geiH*rally 3j per cent, pi^r annum. The mhukart 
rate of inteia'st is (> pt'r cent. i>er annum generally. 

2751 63. Tin rat(' of interest which the agri<*ult urist has to pay at ]>rc 
gent to the money lender varie.s from 12 to 24 per cent. i)er annum 
generally. 

2752. The provision of aihapuite lianking facilities with the extengion 
of CO operative credit i.s t'xpecied to afford v measure of rtdief to tho 
agriculturist from the prevailing high rate of interest. 

2753. Any decrease in the rates of interest means a proportionate in- 
ciease in the prosperity of the agriculturist leading to improved agri- 
cultural methods and enhaneed output. 

2764. 64 . There is a prejudice against the indigenous banker as will bo 
obvious from the common proverb which runs as follows : — Bania thari 
ban nar hujo pine nahin pani piwe chhan an chhano lahu piye^ None 
can undorstand or follow the policy of the bania who drinks filtered 
water but drinks unfiltcred blood- 

2755. The manner of the maintenance of accounts of the illiterate and 
ignorant debtor renders the rate of interest exorbitant in certain 
instances. The non-rendition of accounts by the creditor to the debtor 
renders it difficult for the latter to defend himself in law suits and 
repudiate claims. The desirability of the provision of legislation for 
the publication and regulation of accounts of the 9ahukar as well aa 
ensuring fair transactions between the /tahukar and the agriculturist 
deserves consideration. 
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i^56. 65. It is difficult to form apy accurate estimate of Hit ret$un6 
to the indigenous banker on his capital, in the ai>8ence of any reli^le 
statistics. 

2757. Then* have been a few failures amongst the indigenous bankers 
though no reliable figures are available. The aahukari business appears 
to be on the decline generally owning to the (‘ontinued industrial depreS' 
63011 combined with the prevalence of famine conditions cbnaequent 
on the failure of crops in the rural areas. 

2758. 66 . The nahukar is not always able to meet the demands made on 
him for accommodation and is at times ohlia#‘d t/O refuse advances both 
iHi accf>unt of the imaceeptablt.' nature of the security offered as well 
as the insufficiency of the working cajiital. 

2769. 67. Irj order to save the insurance commission of annas tsco per 
cent, involved m the transit of Government currency notes, the 
Jit)shnni hunfli is the chief instrument employed for internal remit- 
tances. The use of the bank tlraft for the pinpose is not frequent and 
IS made by tlu* cr.mmer<*ial community for hirge i^miittances. 

2790. The i)rovisiou of facilities in the transit of (lovcrninent currency 
notes is expectial to improve th(* imsition in regard to internal re- 
iriittances. 

2791. 68 . The growing lack of credit consequent on the continued strin- 
gency which had characterised the money market in recent years com- 
hiru'd with a number of commercial failures has adver.sely afTected 
th<‘ ext(‘Mt of e\<‘hang(‘s of transferable kunt/is which w’ere frequently 
(‘tnploy(‘d ill the internal trade of the province. 

2762. Th(‘re is a limit(*d flow' of monev from oiu* rural centre another 
at harve.st time. Tin* flow of moiu^y from rural to urban centres is 
mostly (‘onfmed to the marriage reason. 1’hc periodical festivals also 
c.\ercis(! in/Iueijee over tin* flow of inoiu'y from rural to urban ceiitre. 

279.'k The transf(*ral»h‘ payahh* at more than one year after date 

or sight aic not known in this province. 

2791, The h mid is are discounted locally. 

2795. The i-ediiction of duty on /ni?u/is is regarded to result in the ex- 
tension of theii' use by the industrial and commercial communities. 

2799. 69. S])eaking generally, the employment of capital is mc'stly 
siuisonal in rural areas while the available urban finance does not find 
utility to a large extent owing to the general ignorance of industry 
trade, either by wuiy of loan or subscription to capital. The rest is 
generally invested in Government paper and gold or deposited with a 
bank. 

2767. 70. The rate of interest varies from annas five to Rs. 2-8-0 per cent, 
per mensem, according to the credit of the hundi executor. The rate 
is generally high during the busy period extending usually from 
November to dune when it falls for the slack season. The rate is 
influenced by the Imperial Bank of India's hundi rate and is generally 
one per cent, higher in respect of reliable firms. 

2768. 72. The recognition of this class of bankers by Government is ex- 
petted to secure larger clientele for them, chiefly because it is gene- 
rally considered that when Government grants recognition it '^11 
examine the stability of the undertaking. The financial stability 
appears to be the principal condition of such recognition. 
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S769. 74. The majority of the indigenous Vmnking community will bo 
found averse to the introduction of aiiy measure for regulating and giv- 
ing publicity to their operations cbiefly because such a process might in- 
terfere with their trade and commerce. 

2770. 77. The estahlishineat of a hank designed to afford financial sup- 
port to the conirneree and industry of the province with \om\ directorate 
to be connected with the indigenous hanking system appears desirable. 

2771. The liank would probably rtHjuire a measure of Governme it 
support to 4‘arn the tonfKlen(*e of the indigenous bankers. 

J. — 1.\‘VKSTMENT H.^BlT AND TRANSACTION OF CAPITAL. 

2772. 79 . The ordinary cultivator lives in perennial povto’ty Uh'ausc 
under tlie existing eondifions, hi‘ obtains his finance dear and sells his 
produce cheap. The want of thrift, the customa of extravagance at 
marriages and otht'r (ciaanonial observances and the absence of a safe 
place for in\ (’st rnent, of sa\ ings are otht‘r important factora contribu- 
ting towards agricultural j>o\eity. 

277H. 80 . Ii difficult to form an estimate, with any degre<* of accuracy, 
of the actual capital savings of (h<‘ jigricult ura! oojiulation of the 
pio\ince HI the absence of ridiablc statistics iron; rcfiresentativi' agri 
cultural tracts. 

2774 81 . The wcll-lodo :<n)r i )iil(} ! is found owning a fair ([uaniity of 
je''*e))er> w'oi n h\ his womenfolk in addition to a ceitain amount 
gencrallv m the sbafic of rufifu's lo meet liis cnirent expenscR The 
rest is hoarded by him against antii'ipated futur<‘ wuints or is lent to 
fellow farmers. Other elasst's possessing wealth invest some pait of 
their sa\'ings m gold and silver both as a mat ter of habit as wudl as to 
meet antiepial (d future necu ssit ie.s. They own ornannmf,*'. and jewellery 
which are worn b> th(u‘r w'ornenfolk. 

2775. The tendemy towaitl< hoartling of wealth appears to be (ui the 
decline. 

277() 82 . Tiu' Imlk of the money earned by the small cultivator by the 
sale of his iiroduct* gcmerallv goes to oaw debts. 1'he well to do 
zaftiindtir often invests some part of his savings in jewellry and ke(*ps 
a certain amount of monev to meet the i \p<'n«<'B of Ins household and 
cultivation. The rest is boarded against anticifiated future needs or 
IE lent to the agrieulturist. The commercial community invest some 
fiart of the a\ings dn ectl.v in the < xtcnsion of their industry and thr* 
rest IS often kept w iU» a bank 'rin* money lending classes as far as 
pos.‘‘ible k<*ep their eaiiital in circulation by the mortgage of property 
and ornaments. They also invest in gold and snver and purchase 
<iovernment paper to some extent. Tlie banks attra<!t deposits from th<! 
intelligent middle classes including (iovernment Ber\aniH. 3’he invest- 
ment of sa\i:igH in property by purchase or mortgage appeals to the 
(Government servant 

2777 The co-operative smdeties and banks, insurance companies and 
provident .societies have exercised some important educative influence 
towards the promotion ot the hal>it of saving, and offer safe and attrac- 
tii^e fields for investments. 

277B. 83 . The farmer lends to the feibnv agriculturist l>oth for product- 
ive and unproductive purnoses at a rate of interest which varies from 12 
to 24 per cent, per ^ inum with the credit of the borrower. 
The employment of surplus money in prosperous years by the agricub 
itiirist follows traditional lines. The welbto do farmer invests a portion 
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in jewellery and keeps a certain amount of money to meet the expenses 
of his household and cultivation. The rest is either hoarded against 
anticipated future necessities or is lent to the fellow agriculturist. 

2779. After the harvest, the money lent or expended on cultivation is 
received back by the farmer. The employment of his money is thus 
mostly seasonal and is locked up unproductively during the slack season 
with a high rate of interest during the busy period. 

2780. 84 . The abolition of stamp duty on cheques has produced a desira- 
ble effiict towards the promotion of the cheque habit among the educated 
classes generally. 

2781. 85 . The slow growth of the banking and investment habit is mainly 
attributable to the lack of adequate facilities coupled with general 
ignorance of the fields which are at once safe and attractive in the 
directio/i. The existing banking system is considered neither elasric 
nor sufficient to meet the needs of the population. The banking facili- 
ties do not exist for the majority of agricultural population and the 
CO operative credit movement has still to do much in this direction. 
The small industrialist and trader unfortunately do not possess the 
confidence of the bank and its deposit side is often not tempting to 
the illiterate agriculturist, under existing conditions. The general 
ignorance of industries renders it difficult for the investment of money 
either on loan or by way of subscription to capital. 

2782. The co-operatlv(‘ societies and bank, insurance companies, savings 
hanks and provident societies arc the institutions in existence for 
en(‘ouraging savings and investment habits. 

278.'h 86. The Postal (’ash Certificates appear gaining popularity in 
this province. The attractive interest * rates add to the popularity of 
the Cash Certificates. 

2781. Tlir Post Office Savings Banks generally at tract deposits f'^oni the 
intelligent middle classes including Government servants. A lelaxation 
of the existing terms is expected to proNe a great assistance in attrac- 
ting other classes. 

2785. 94. The existing banking resources are joint stock banks, co-opera- 
tive hanks, Imperial Rank, indigenous banking and money-lending con- 
cerns and Post Office Savings Banks. The institutions are not consi- 
dered adequate to meet the nheds of the population. 

27f^6. 95. The city of Delhi is a suitable place for the establishment of a 
mortgage bank. 


Captain Sardar Bahadur HABIBUL RAHM4M KHAN, C.LE., 
O.B.E., Sub^Registrar, Delhi. 

2787. 2 . Generally the rate of interest is 2 per cent, per mensem among 
the zamindars in this Province, and the zamindars taice money and 
all articles, required for their daily use, on loan from their money- 
lenders on baht khata accounts. The. money-lenders are generally 
hanias by caste and these hanias (money-lenders) strike the balance 
at the close of each year, after calculating the interest at the above 
rate and then affix the thumb impression of their debtors to the 
balance of their accounts and thus charge compound interest. Gfene- 
rally these poor debtors are illiterate zamindars and thus the money^^ 
lenders enter in their hahis many false and forged items to raise the 
debt-money. 

Captavi Sardar Bahadur Hahihul Rahman Khan, 



269 


^8788. Now some of the well-to-do :am^ti€lftrs^ have also been doing money 
diealiugs among themselveB since the Great War but the rate of interest 
is the same noted above. Repayments of debts art made at the 
time of crops, if they are good, olherwuse at the time of next crops, 
with the result that debtors cannot be free from this indebtedness. 
These debts are generally taken in these ilaqa^, where there are no 
'means of irrigation and the lands are harani (lands depending on rains 
cnly). Debts on the security of lands are taken very seldom in this 
ilaqa as there is a restriction regarding alienatiqn by iigricultural 
castes. There are onl\ 72 mortgage enouiubiances this year. If the 
debt is taken on the security of land, the lands are luortgagcd with 
possession on the condition that tho inteiest and benefit from land will 
l>e equal and when in the beginning of the month of jrth the money 
(principal"! is paid, the land wnll be free from er.cumbrances. In this 
ilaqa the lands are also mortgaged with possession to non agriculturistH 
under sectim.s 0 or 7 of the Land Alienation Act, XIII of 1900, for a 
term (as u maximum) of '20 years on the condition that after the ex- 
piration of tlic fixed term, the land will he free from eneumbr^ince with- 
out the rep«ayment of princifml and interest. Now-a-days loans arc also 
taken by za nfi n^Iars from co operative society banks, but only by those 
who have got lands. 

27S9 7. There is no custom in thi.s i/aqa of ztunindar money lenders ex- 
ti acting personal Sf‘t vices in the form of labour in lieu of interest on 
loans from borrowers. 

2790. 8. Sini’la?]y there is le* eustom of leaking advances in cash or hy 
the wstem of mhfi liy money-lenders to agriculturists in these villages 
while the ^y<lem of rahti in force in the towns of this ilaqa between 
money-lenders and low castes only such ns chaviarm^ sweepers, ct< 5 . 

2791. 12. •Generally the small zarnnidars and cultivators obtain finance 
by the means noted m Question No. 2 from moueydenderH (hariiaff) for 
tlu' neeiL given in Qu(‘sti<.n No. 1- 

2792 25. Thcr<’ is no demand for long term credit in this ih\qa. Gene 
rally tl)e small zamindars are cultivators who have got either no laud or 
have small portions of land. They take loans but there is no sonreo 
of repayment of deV>i (weept crops or produce of land. 

2793. 26. Loans can be obtained for long periods in this Haqa to some 

extmit on the security of land, but thei'e is a rcHtriction of caste under 
the Land Alienation Act, XI 11 of IfMKt. 

2794. 27. There is a legal impediment in this iUiqa that agriculturists 
cannot ohfain loans freely fr<un non ngrienlturisls owing to the I.and 
Alienation Act wdth the result that thf‘V have to pnv much interest 
to the nioncy-lenderH on the ftahi khnia loans, espeeiallv the 
Brahmans who cannot mortgage their lands even to the other agricu! 
turisls except Gor-Brdhjnans. 


Mr. UJAGAR SINGH, Agricaltural Aitiifantt Nangloi. 

Rsplist to tho Qtiostfonnairo. 

2S15. 1. Fffortfl have heem made from time to time to estimate the 
indebtedness of agriculturists and to investigate its causes. The class 
being unedueaied not keeping any acenunr and even not knowing how 
such large amounts of d-^hts have accumulated, it has been a great 
problem for the investigator. All such figures are mostly based on 
rough calculations arrived at by the investigator by discussions with 
prominent persons of the locality. It is very easy to devise means in 
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an advanced country by legielation to force one to keep regular ao^ 
counia, to fix income tax and taxes; but this is not the case in India. 
1 am giving only the percentages of debt under each major head and 
not their amounts, as I have l>een only for a short time in the Province 
and have got no regular data. 

About BT) per cent, of the agriculturist are under debt. 

(а) Mortgage (Delhi) 30 per cent, (b) 10 per cent, (c) 60 per cent. 

(1) Debts are usually taken for the payment of land revenue and 
rents. 

(2) Purchase of plough, cattle and seeds. 

(3) Marriages and social functions. 

(4) Litigation. 

(5) Growth by compound interest. 

(б) Sinking of wells and other agricultural improvements. 

(7) Purchase of land. 

(8) Construction and acquisition of houses. 

Csually v)eoi)l(‘ Imlding land more than 100 acres borrow' more as 
they have better credit facilities while the middle class is l>etter off as 
rt'gards debt and as the poor cultivator has not got so much credit, 
he cannot borrow more. 

2816. Th(‘ del)t can be reduced: — 

(1) l)y legislating that there should i)e a binding both for the 

" (h'bto)’ and the creditor that tln^ loan demanded is for pro- 
ductive j)in'[)os(‘s ; 

(2) tliat litigation should be minimised; 

(3) by consolidation of holdings: and 

(4) by starting of land improvement societies. 

2817. In Diilii Province the money-lending is mostly in the hands of 
h'yv'ri: ;.!;d {.' a Muall '‘.Ktent in the hands of :a?nuir/ar money-lenders 
which can Ik* safely taken as 5 per cent. 

2818. The rale is 12 to 24 per cent, while in exceptional ca^s it goes to 
as high A rate as 75 per cent., but is rare and is only in the case of 
ver\ poor people, who have got no security and the sums are very 
small. 

2819. Hero in this Province the payment is made mostly in kind so in 
addition to the interest the money-lender gains t\\ ice ; first when he 
gives in kind and secondly when he recovers in kind. 

2620. 5. Yes. 

2821. 6 . Yes. It can be checked by fixing an economic holding which 
wdll ddffer according to the kind of soil and irrigation, legislation 
should he enacted to check further sub divisions of such economic 
holdings and attachment by decree of (ourt. 

2822. 7* It is more customary w ith professional money-lenders than with 
zamindar money-lenders. This is mostly as a by-product of money- 
lending. 

2823. S. Such loans are mostly advanced to village menials and hence 
the question does not arise, 

2824. •• No, the magistr^ttes being mostly of the money-lending class. 
Mr. Ujagar Singh, 
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S^t5. U, No. Not to iiiy kuowietlgo. 

♦ ♦ m 4 

Bates of interest : — 

(a) 25 per cent. 

(b) 12 per cent. 

(r) 12 per cent, to 25 per cent. 

Periods are as foliows: — 

(a) 6 months. 

(/y) 2 to 5 years. 

(r) 6 months to one year. 

2826. 13 . No. Tithtri should he given in villages and not at the head' 
quarters where the poor feilou has great dlflKult ies for taking loans. 

2827. 14 . No. 

2H28. 15 . Tlie defect i.s that the loans are ndvaneed iirespeetive o{ the 
purpose. The remedy is in legislation, r.f/., that the economic holding 
must not be split up further. 

2829. 17 . Yes. Th<\v are as: 

1. Ihdhi proper, a big market for ail kind of product's. 

2 . N a r c 1 a , N a j a f g a r h 

28,80 18, The inaikets being uithui ea.s\ leacli of the cultivators the 

majority of whom have got earUs, the surplus after paying the money • 
lender is taken to tlie nearest market. 

The product is sf>ld through the comrnisvsion agent who charges one 
pice for a rupee. 

There is t‘o ordinal ion among them as tlieir .shares ar(‘ fixed. Tlu‘re 
is lot of ^"ope for improvement l>y starting eommiSHiou shojis. 

2881. 19 . ^S'h<af which s to lx* ‘••old in tin* rieai future is earted to the 
cultivator’s houst* and left there. It is however taken to the market in 
bags. 

Yes. 

2831a. 20. Yes, there is need, but tbe-e shouhl he both at the village and 
at the port. 

Yes. 

2832. 21 . Commission shops should be started which should advance 

loans on rates on the s<*curity furnished. 

2833 . 22. No such system. 

Does not arise. 

2834. 23 . It has been mostly experienced that when a new commission 
shop is started in a market or where there are a few cotton -ginning 
factories, the professional classes make "pools”, but such is not the 
system in Delhi Province. 

^35. 24. Does not arise. 

2836. 25. Yes. 

By 100 acres and more. 

2837. 26. (a) Upto the value of his property. 

(b) Upto the value of his estimated income for the year. Usually 
for a crop and in some cases for a year. 
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2838. 27. No. The Agriculturist is uaturaily inclined to take* loans pri- 
vately and not publicly. ^ 

2839. 28 . ^200 to 400 rupees per acre. 

About 2 to 4 per cent. 

1. Locality. 

2 . Kind of soil and irrigation. 

3. Competition. 

2840. 29 . Yes. The Land Alienation Act. 

No, Adverse effect. Does not arise. 

2841. 20 . No. Does not arise. 

2842. 81. No. 

2843. 82. Mortgage banks or. similar lines as that at Sonepat may be 
started. 

2844. 88. The same as above. 

2846. 84. Its rental value may be ascertained and then the value of land 
can be calculated. Of course it shall differ according to locality and its 
specific crop production capacity. 

# ♦ # ♦ }(( * * 

2846. 38. Of course individual agriculturists cannot take up the business 
due to lack of capital, smallness of and scattered condition of holdings. 
Cottage ifulustry can be of niiich help if started on co-operative lines, 
r.r/., poultry’ dairy farming, sericulture, gardening, etc. 

2847. 39. Same as above. 

2848. 40. If will help a great deal; as narrated in 38. 

C o-operati rc and State aid. 

2849 . 41. Mostlv capital-supplying. 

To a small extent because the movement is still in its infancy. 

2850. 46. No. 

2851. 47. Yes. 

2852. 55. Jianias. 

2853. 56. Money-lending is a source of sufficient income to them and 
these people are not so enterprising as to invest their capital in any 
otlier industry with which they are not familiar. They act mostly as 
niiddlemcTi and brokers of the rural produce. 

2854. 60. They only advance short term loans. 

2855. 61, When they stand in need of any other money, they get dt from 
their fellow bankers. 

2856. 62. It varies from 6 to 12 per cent. 

2857. 68. 12 to 24 per cent. # * ★ Unless the masses are edu* 

cated they cannot draw any great benefit from such concessions, 

2858. 64 . The dealings are not on sound lines, there have been 
many a case in which the poor uneducated and ignorant cultivators 
have been deceived, and the charges have been many times the money 
actually advanced. 

The remedy lies in issuing six monthly accounts and in making the 
money-lender keep certified registered books. 

2859. 65 . After making all such allowances he makes a net return of 
about 15 per cent. 

.Vr. Ujagar SingK. 
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« Of course I cannot* give definite figure® of the failure of money- 
lenders but the business is on tha decline on account of co operative 
and, anti money-leiider movement in the province. 

2860. 6 €. No. The tieinnnds on a money lender are often refused both 
on account ol the unacceptable nature of the security and shortage of 
funds. 

2861. 67- rsually the money is remitted through fmiftfis which are issued 
hy sound money-lenders or bankers on others. Supply iiills are not in 
operation fo; the present in the rural areas, and there is little likeli- 
hood of the advantage being taken till the mass<‘s an* educated. 

2862. 74. W<dl, the indigenous banking toiunuinit\ will certainly offer an 
organised non-co-operation against any such law in the lH»ginning. 

2863. 79. About 10 |>er cent, of the <*uh valors make both ends m(*et and 
soiuo saving. 

2801. 81. Ye.s. 7'hc Indian females udme then ornament more than their 
gods (sic) so much so that (he main cause of the poverty of the culti 
vators is the ornaments. One will not come across in the whole of 
India t'ven the poorest of f><>or who will not havt* some sort of orna 
ments of the value of scores of rupees. 

The tendency is towards decrease now with the* spread of j‘ducation 
and fashnin tor fancy clorhcs. 

28(»,> 92 . f am <hiefl> dealing with th'* rural eg i unit in isls who pay the 
giM^atiM* portion of their iiu'ome as interest, and any sur)>lus is spent in 
repairs and making of new ornamenfs, vmy few of this elass inv(*si their 
savings foi productive purposes which too is limited to the purchase of 
land and agricultural improvements 

* ¥ m « # ' * 

2866. 88. Yes, and mi cheaper terms than b.v professional mone> hinders 
and they invest in piircliasing land, sinking of wells, building houses 
and making (>rnHments. 


LOCAL BOD IKS. 

Lala HaRSARAN DAS, Member, District Board, Delhi, and 
Mr. MOHAMED ALAM KHAN, Zaildar, Member, District 
Board, Delhi. 

Xofe . — These gentleirn'u submitted two separate memoranda in Urdu, 
the substance of both of which is the same and is reproduced below. 

A.—AoHK'ri.Tur. \ f. iNDKimaiNESH. 

2937. 1. This question has become of world-wide importance, and all the 
agricult arista, whether big or small, are more or less in debt. It is 
not easy to make an accurate estimate of the indebtedness of a tehftff 
or village, such estimate can however be drawn up from the following 
flourceH : — 

(i) The amount of debt with land as security, which is in the 

form of a registered mortgage can be ascertained from 
the tehsil records, because all such documents are re- 
gistered there. 

(ii) The amoun' o# debt due to co-operative societies can be 

easily ascertained from the office of the Registrar, Co- 
operative Societies. 
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(iii) The amount of loans advanced on ruga or bahi aoo 9 unt or 
against the security of cattle is rather difficult to ascertain^ 
because ih the first place nobody feels inclined to give^ 
this information, aud in the tie< ond place euch loans *are 
ndvanced by agriculturist money-lenders or banias^ etc. 
The patwariH may be able to give this information. 

(iv) The amount of debt advanced against legisteitid docu- 

ments can easily be iiBcertained from the Registration 
Office. 

2938. Such debts as are outstanding against the agriculturists, are duo 

more to the viahajam and Hahukars^ who are money-lenders pure and 
simple, rnthcr than to the co-operative societies and agriculturists. 
Thew^ Hdhnkdffi and DKJhajavH also advance seed and manure to their 
clients. 

2939. 2. Tht‘ rate oi interest ranges between Re. 1 to Rs. 3 per cent, per 
niensem according to the iieeds of the agri'-ulturists. However the 
ordinary rate of interest is Hs. 2 pei cent, per mensem and it is gene- 
rally calculated half-yearly. 

2940. These people can be saved from the high rate of interest charged 
by the jnoJuijanK if Government can advance to the agriculturists for 
the ptu'j'hase of seed and maintenanee, at the rate of not more than 
Rh. 10 per mensem ])er plough. 

2941. 4. Y'- 

2942. 5. Yes. 

2943. 6 . This process can be checked if Government starts land mortgage 
ha nks. 

2944. 7. No. 

2945. 8 . The system of rahti loans is very good and has proved very 
convenient to most of the agriculturists. 

2940. 10, 1 would suggest that the Govenmieut should start agricultural 
banks, and the agriculturists should have monev dealings wuth such 
banks only ))rovid(‘d that in time of need such banks are able to draw 
upon the hank (Imperial?) in ease of need. 

2947. 11 . There is no arbitration board in the village, nor is it recognized 
by anybody. A panchayat is useful only in the disposal of social 
questions, but it should not be given civil or criminal powers. 

B.—Financk for aortcui.tukal production. 

2948. 12. Agriculturists borrow money from their respective money-lend- 
ers for the purchase.' of seed, cattle and manure according to their needs. 
Such loans arc advanced more in kind than in cash. 

2949. 13. Takavi loans have not proved of any great help to the people^ 
because it is not ulvanced according to their needs. However, 
something is better than nothing. It is absolutely necessary to .start 
a Government bank in order to meet the takavi demands and other 
necessary expenses. 

2950. 14. No. 

2951. 16. The Government should purchase the produce as well, because 
when the producje is handed over to the sahukars^ they underweigh 
the pioduce and fix up different rates. 

2952. 16, The annual maintenance expenses of an average family oon- 
sisiing of five persons amount to Rs, 250. The annual seed expenses 

Lala Ha mu van Das and Mr, Mohamed Alam Khan, 
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amount to Re. 100. At present the capiiiii available is not adeqaata 
to meet their demanda 

C.™ Finance for MARKmNO. 

2953. 17. The marketing centre of this ilaqa is Shahdara. Grain, gher, 
sugar and milk are brought to this market, and vegetables and fodder 
are taken to Delhi and sold there. 

2954. 18. The bank does not take any part in the purchase and sale of 

the produce. When grain, etc., are brought tc a shop in the market, 
the shopkeeper auctions it. and either purchases it for himself or for 
his artias. Very often the shopkeepers combino and do not make 
high l)ids and after purchasirig at eheap rates, stud the prodiu'e to 
outside stations. In such eases the agricultui ist who biings the pro- 
iluce suffer.s a loss, l)eeau«e he does ne^ get his full ju u e ai*d his share 
v_>f the profit is una|»propria(ed by olhei- pta^ple. Those fieojile who 
i»ring produce from outside the ilaqn have to pay something; the pur- 
chaser has to pay 3 pies per rupee and on some coninioditieH 6 pies 
})er rupee. Hut the purchaser, when making a hid takes into consi- 
deration th.is charge and <)ff<‘rs a low rate. This charge* of 3 or 6 pica 
is tluTcfore home )»v file atrficult urist . I)eeaus^» his prvxluee is voltl 
at a corrcsp<uidiHgly clii\aper rate. 

2955. 19. The grain is stored generally in a room in the house, and tho 

airriculturist onh' takes surli quantitv (o fh-^ market as he intends to 
St n. ‘ ‘ . 

295fP 21. 'fhcii' no inarkf't li<*rn. tlumgli om- is retpiired f<u‘ <jfuu and 
grain inoduct', provided the ert'tiit st'cieties :u'e prepajt‘d to take tliis 
work in hand. 

2957 . 22 * There is no nec<-*«sity. 

Long pkrioo i^oa.vs lor AORH’crTrRK. 

2958. 24 . Long term credit is of ahjiolute neecs^ity. It in very difiicult, 
rather impoa^ihh*, for the agriculturists in general to obtain long term 
loans. .Vobod\ advances loan for a ptm’ral longer than 5 or 7 years. 

2959. 27 . advances do not rm*et tho need.s of the people: however 

they are of sonie help. Talari loans sliould lie distributed through 
the (O operativt* hanks and not through pa f war in. 

2960 . 28 . The average value of land per higha ranges hetweeti R«. 30 and 
K.s. K'O. The raU* of liarren land is Rs. 30 per highn and of canal irri- 
gated area Rs 100 per }n<jha. The estirnated value of the latter is 20 
times the land revenue. 

2961. 29 . There are no impediments to mortgage and sale of agricultural 
land. 

2962. 80. No bank advances loan against the security of land. 

2963. 81. There is nc bank for the provision of long term credit. One is 
required for providing long term credit. 

2964. 82. The banks for tha provision of long term onedit should \m 
started on the lines of co operative banks, and its rules should be 
identical with those of the co-operative banks. 

2965. 84- There is nr harm if 2/3rd« of the value of the land is advanced 
as a loan in ease of mor tgage. 

2960. 85. Co-operative mortgage banks should be started, so that land 
may be mortgaged to them. 

VOL. IV II 2 
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S» 67 * St« The rules should be the same as are in force at present. 

2968. 37, Long term loans may be advanced on the condition that the 
borrower shall not sell or mortgage his land till the liquidation of the 
debt. 

IXDUSTBIES SUBSiDIARY TO AGRICULTURE. 

2909. 33. Mostly milk and ghee are sold and an improvement can ba 
elected in tins di|ectioii provided money is advanced to these people 
U)v the purchase of .sbe-buff aloes, and milk and ghrr is purchased from 
them. 

2970. 30. If the products ot such industries were purchased by the co- 
operative bar»k, it would prove beneficial because generally the money- 
Icndeis purchase milk in villages at very cheap rates. 

2971. 40. The farmer is almost always engaged in agricultural pursuiU 
and does not get any time for any other pursuit without detriment to 
his farm. 

IiURAL CO-OPERATIOX, 

2972. 41. Co-operative societies only advance loans and do not indul|^ 
in any banking business. The delect of the co-operative societies is 
that they do not advance money according to the needs of the people, 
but advance less than their requirements, in my opinion there is no 
harm if loans for the iiurchase of seeds, manure and o.\en are advanced 
against the security of land, or other property or against personal secu- 
rity. 

2973. 46. Rs. 300 a year will be required for a family of five members. An 
estimate for the w'hole \'ilhige can be arrived at by multiplying this 
sum wdth the number of ploughs in the village. 

2974. 46. No, 


Non-agkiculturm. credit and indebtedness. 

2975. 48. The rate of interest ranges between 1 to 3 per cent, per 
mensem. People generally go to their respective money-lenders for 
jnirposes of borrowing. The eo~operative banks are not sutficient in 
number to meet their demands. A large Government bank should be 
starred for the purpose. 

2976. 49. No. . 

2977. 60. No. 

2978. 61. In cider to meet all the demands of a farmer the co-operative 
bank should advance Rs. 3(K) per plough. 

2979. 96. Co-operative mortgage banks should i>e started at Shahdara, 
Ibitpar, Mandoli and Ghaunda. 


Rai Sahib Pandit Madtn Gopal of Mahapalpore, Mamber, District 
Board, Delhi (free translation from Urdu). 

(Replies to ths Qiisstionnairs.) 

2980. 1 . I pick up village Mahapalpore as an illustration. 

(o) The amount of debt with land as security, which is in the 
form of a legistered mortgage, amounts to nearly Rs. 16 , 000 , 

{h) In this village debts concealed in the form of a judicial sale 
are not incurred. 

Itai Sfihih Pandit Madan Gopal 
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: 

(r) Debts incurred against ornauicuU amount to neady 
Rs. 10,000, and those without a specific pledge amount to 
nearly Ra 30,<XK). The purposes for which debts were in- 
curred are: — 

298L (i) Marriage and other social customs. 

(ii) Famine. 

(iii) Growth of the debt by compound interest, interest not 

having been paid. 

(iv) Construction of houses. 

(v) Education of children. 

(vi) Purchase of cattle, and 

(vii) Litigation. 

208i2. The hig landlords form the majority of <he l>orrowfrs of fhesa 
debts. 

In order to limit borrowing for wasteful purposes, it is necessary 
to put a check to undesirable and wasteful social enstoms, to reduce 
the rate of interest and to find out means to counteract against the 
effects of famine, fhe debts incurred for agricultural improvements 
and for irrigation pur|)oscB and education of ('hildren bead the list of 
debts contracted for productive purposes. 

S983. The above mentioned amount of debt with land as security wos 
advanced l>y the zaini tnint The loans advanced against oniaments 
ai e mostly from monc^ fenders Of tlic opf*n debt, oi U Its. was 

advanced l>y the Co optoat iv e (^mtral Hank, and tlic i.*inai;.der 

by the <ahn^‘(irs. 

2984. The Co operative Society charges interest at the rate of Hu. ld-0 
per (ent. p(‘r mcnstuii. The rate of intcn‘st cluirgtuJ on loans advanced 
on the .security of ornaments is something like Re. 1 per cent, per 
inens. jn. Ojvn debt is generally incurred at the rate of lls. 2 per rent, 
per mensem. With the exception of the loans fidvanced by Mohuknrx, 
all loans are advanced in t ash ; xhv <nliuknr advain c's biaiiH in the shape 
of cattle, fodder, seed, cash, etc. 

295'), 4. In this area th«* small agriculturists are replacing the liig^ijer 
agrioniturists and are better off than the latter, ff>r want of fa<'ilit»eB 
in ( ontra< ling debts and ( < iiscpnentlv l)ci:ig obliged to fuit in more 
labour and incur less expenditure. 

2986. 10. The Money lenders* Bill introduced in the Ijegiglative Council, 
Punjab, will prove useful. 

2ft87. 11, Ther<i are no village arbitration boards in ti in Province, and if 
created, will prove useful U> a great extent. 

2988. 12. In this village the agriculturist obtains finance for expeniet 
during cultivation and other special needs. The big landlords at firil 
incur open debts, but 8ubsec|uently l)eing unable to repay these open 
debts, are obliged to incur debts against the security of land and 
thereafter they incur debts against the security of ornaments. They 
arc generally anxious to keej) up appearances and are of wasteful 
habita. The small ztimin/knt m find difficulty in raising loans and are 
pressed for repayment. Consequently they are more industrious and 
thrifty and are able to pay back the debt. They take loans generally 
for productive or ajrriciJbural purposes and are able to repay the debt; 
in view of this the uonna* rate of interest mentioned above is charged* 
Agriculture is chiefly financed by the mhukar$; next come* the co- 
operative society, and last of all Government. 
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2989. 18 . The zaminclars favour iakavi but in the first place it is not 
advanced in sufficient quantitieE, and secondly the process of distribu- 
tion is so defective that the zamindar does not get it in time of needL 
The system of distribution is chiefly responsible for the difficulty in 
obtaining it. 

29(X). 14. Loans for pwductivo purposes, such as agricultural improve- 
ments and sinking of wells, which conduce towards the improvement 
of the quality of produce and result in the freedom (of the agricul- 
turist) from debt, should be granted by the Government who should 
rendci- he!]) in this direction liberally. 

2991. 26. Tl»tre is a great demand for long term credit in our village 
from both agriculturists and non-agriculturists. 

2992. 27. Many peo|)le are anxious to get fakdri loans, but the Govcrn- 
meiit does not advance it in sufficient quantities. 

2993. 28. The value of the laud is between lls. 300 and lib. 600 per acre, 
and the average iiroduce per acre is 10 maunds. and the market rate 
(of the produce) per acre is Ks. 50. Of course the choJU land produoea 
20 maunds per acre. No land was ever auctioned by Government to 
iny knowledge, nor was any land sold in execution of a decree. Of 
course private sales have been effected, and the average value of the 
land has been given above. 

2994. 30. .Mortgage banks arc of absolute necessity. 

2995. 31. So far ru. land mortgage banks have been formed here. 

2996. 32. At> reply to all the clauses of question No. 32, is in the 
affirmative. 

2997. 40. Ill my village and round about it, khariya (white earth) is 
obtainable from a depth of about 40 feet. This trade, being at present 
in inegular and irresponsible hands, does not bring much profit. If it 
is properly and regufarly run by establishing art agency in some 
market, it can prove to be a very useful source of income to both the 
agriculturists and non agricndturisls in times when they are not engaged 
in cultivation. 

299H. 41. 'J'hcie are onl}" two co-operative credit societies in my village, 
but being started by inexperienced hands are in a very bad state, 
and instead of proving useful and attracting persons, they are despised 
by the puhlie. I am in favour of co-operative inovement, but some 
deftetive methods were adopted in starting these societies here. If 
general interest amongst the public is created and if it is started with 
care and the loan limits increased, the societies wilt surely prove useful. 

2999. 48. White earth referred to in answer to Question 40, i» cbtainablo 
in my village and also in the surrounding villages. If this trade is 
properly run and the commodity sold under proper supervision, it 
would help to reduce the debt and ward off famine to a great extent in 
this area. This trade should be helped partly by Government and 
partly by the establishment of co-operative societies. 

3(X»0. 55. Indigenous banking and money-lending is practised generally 
by and bnnias; next come zamindars, 

3001. With the exception of money-lending and sale of grain tihey do 
very little business for w’ant of sufficient capital. 

Sai Sahib Pandit Madan Gopal. 
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COMMERCIAL BODIES. 

Delhi Piece Goods Association. 

2795. 48. The rate of interest charged on loans taken b\ urban lOin- 
niunities in Delhi varies from 3 per cent, to per cent, according to 
the standing and stability of the borrower. The loans are geneially 
taken from private bankers and also from Indian joint stock banks. 

270(5. 49. There are in Delhi small factories for the uianufat ture of lirass 
vessels, silver wares, tin buttons, leal and imitation laces, braids, ete., 
tin boxes, cotton thread balls, gold and silver embroideries, lirushes, 
textiles and also eolounal pincils. There are no particular organisa 
tioins for financing these maniifactuics but they make their own private 
arrangements which are found to be generally unsatisfactory and in 
adequate. Owing to cjiiite inadequate financial faciiiueh a number 
of such manufacturing concerns are forced to close down t)remuturel> 
being unable to sUtnd comiietitiou. W(‘ suggest that (lovernment 
should provide siiecial arrangements to finance such industries. 

27i‘7. 52. Export trade is generally finnn<‘ed exchange banks. 

27t'6. The import trade is chiefly financed by the foreign exchange 
bunks. The shiiipers' drafts on the buyers m India are negotiated by 
these banks. When the goods arrive at the port of discharge generally 
these banks invest their money on duty and clearing charges and charg© 
an exorbitant rate of interest, be., 10 per cent, per annum. On 
arrival of the goods at destination such as iJelhi, AmriUar or Oawnpore 
they make advances to the dealers or import-ers and retire the drafts 
b\ opening loan a<‘counts. In Delhi these banks have iniuh* a sort of 
a combine and generally charge a margin of 25 |)eu cent, of the invoice 
value plu.s all clearing charges including the customs duty paid; thus 
the margin (‘ornes to more or less 40 per c(‘nt In other markets, such 
as for instance, C’awnpore whme there is no such coinliine the rnargiit 
ij only 25 [ler cent, of the invoice value, Honudimes 25 per emit, of the 
invoice value and charges. 

27iK). At this .stage financing of these e.vehange hanks corncs to an end. 
As soon as goods aie takmi delivery of from thf‘ bank.s, the d(Uiler« 
make their own arranginients for hnaneing tlieir busiiuss. 

2S(K). Xow the next hIhlo* is the sale of the goods to tlu‘ ri^tailern. The 
rctaileis generally cover thmi requirement . h through the medium of 
the f//7o/,v (eommivHion agents) and hemadortli tlie whole business 
is financed hy these (utius unless and uivtil their dues are jiaid hack 
by the retailers. The e arti^js generally maki'. private arrangements 
fer loans, etc., vvften needed. We now' suggest that the margin for 
loans be reduced to :i'» p(*r cent, of the invoim’ \ahn^ only, and tiuit 
‘Documents on Payment* draft.s he (‘on\ cried into “Documents 
Accepted’* bills to a certain iimiled extent for aporoved parties — 
according to the standing and stability of the party coru f rned. Such 
facilities are granted to traders in other countries. 

2 501. The rate of inteiest on charges, which is fixed at 10 per cent, 
should be reduced to more or less C per cent. 

2502. 53. On a<*count of inadequate finaneia] facilities for the grower of 
produce in India the p’‘oducer does not get full value for his produce. 
Arrangements for finauci.il facilities should be made in order to check 
the activities of the speculating firms and in order to enable the grower 
to get the full value of his pr<^uce. 
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2bOZ. 65. Indigenous banking in Delhi is not confined to any particular 
community; but any person or firm having money is doing money- 
lending business 

2H04. 56. Generally indigenous bankers do business in money-lending aa 
a side-line, at the same time they do their regular trade in various 
other lines and ways 

2H05. 57. The indigenous banker or money lender finances trade by 
granting loans on the security of the goods and also unsecured loana 
are granted against hun/fix^ etc. This is done only to a limited extent 
which is quite inadequate for the lequirements. 

280<1. 58. (d) No fixed amount is invested but whatever comes into 
their hands is utilised for the purpose. 

(b) The volume of business is not very extensive but only limited. 

{(•) Their expenses are not big but are generally limited to main- 
taining a wry small clerical staff. 

(d) Some of them are keeping running accounts with big banks 
but many confine themselves to their own capital and prefer to lend 
the same to private parties at higher rates of interest than banks. 
Some of them even take loans against htiiulix from banks and grant 
same at somewhat higher rate of interest to other private persons 
who cannot easilv get loans from big banks. Thus they only content 
themselves with the extra margin of interest which in many cases is 
not much. 

(c) Facilities from Imperial Bank are limited to j^ersons of very 
high standing only. 

2807. 66, Indigenous bankers have iften to refuse accommodation on 
account of the unacceptable nature of the securities offered although 
tiiey have geneially sufficient capital to give accommodation to a 
reasonable exte.it. Very often hona fide traders are unable to get 
any money from such bankers, being un.ibie to procure acceptable 
nature of securities. The h ind to month living of most of Ihe traders 
is due to their not being in a position to fnance their business pro- 
perly. Some adequate arrangements must be made for the assistance 
of such hona fide trade-people, 

2808. 81 . The tendency for hoarding is decreasing now-a-days, at least 
as far as certain comm unities arc concerned. 

2809. 84. The cheque habit is gradually inci easing but is confined to 
educated rich and middle classes only and also to businessmen in cities. 
The abolition of stamp duty has also been helpful, but not much. 

2810. Faynient by cfieque of salaries above Rs. ](X> will, to some extent, 
increase the cheque habit. 

2811. l^se of vernacular scripts in banking will have no effect. These 
being mostly printed forms, customers are well impressed in their 
minds as to what they are and they do not care for the script used 
in such forms. 

2812. 85. Banking and investment habit is of slow^ growth in India^ 
Hand to mouth existence of the niasses is tho chief cause of this. One 
whose income is barely sufficient for his living and those dependent 
on him will not care to invest what one gets in a bank to be withdrawn 
the^ next day. 

28)3. Post office savings banks are the chief means available for the 
saving of the poor which afford all, facilities, except that there are too 
many restrictions as regards withdrawals. Lower middle classes only 
resort to this form of saving. 

Delhi Piece Goods Asf^ociation^ ‘ 



S814. 86. Po«t Office Cash Certificates are popular with the educatad 
asiddle ckiasee and many people resort to this way of saving and safe 
investment. 

£$ 15 . It is difficult to attract other classes to the Post Office savings 
banks as those who get larger income prefer to go to banks for the 
purpose 

id 816 . 88 . Propaganda and educating the public may help U; some extent 
but not greatly. 


BANKERS AND MONEY-LENDERS. 


Mr. Sat Narain Gurwala, MuhiciimJ Commissioner and Secre- 
tary Panchayat Sarraffa (Bankers Association) Delhi. 

S’ 817 . 10 . I do not suggest any thing of this sort as it practically implies 
that money-lenders ns a class ar<> dishonest which is not a fact. It is 
miore correct to .say that the real disease is in the borrower wdio is 
not. only thrifth'ss and extravagant but lias beeoine dishonest in his 
dealings with a village moneylender. It is often found that the bor- 
rower who a<lvan< es false }>{eas in his defence admits the w hi>ie claim 
when the matter goes to arbitration. 

2818 . Apart from this there are serious practical difficulties in the way. 
The vill ige money-lender is more often a small man with no establish 
merit excepting hrs owni-self and with no training in account keeping 
except the cajuicity to jot down a few figures and kes^p a small memo- 
randum. 80 far as the bigger men are eon<*'Uru d sinffi a measure is un 
necessary as eveiy big nfiroff already keeps proptn* aecountR in the lan- 
guage of business men. Any attempt to force the simill man to keep 
account books in a prescribed form or the big man to rn/iinta.in a differ- 
ent form of account than his fiiiu has been kec*f>ing for ages fiast will 
increase expenditure involved in money-lending and consecjiiently lead 
to higher interest charges. 

2 SK-t But it is possible for’ Ofivernment to attAch rrrtain vahnible nrivi- 
leges to an obligation to keep accounts in a particular form. Supposing 
persons kee|)ing accounts in iht' form iirescrile^d by f Jev»'rnnient arc 
given facilities for their suits lieing decix^ed in the same way aa tho 
claims of co operative credit societies and they are also allowed certain 
concessions in the matter of ( ourt Fees or stamp duty on the bonds 
quite an aptii*ciahle niirnher of money-lenderH will find it to their 
interest to comply with the wishes of (jovernment without feeling com- 
pelled to raise their rnt^s of interest. The Punjab Money Lender’s 
Bill in its prcFcnt form will do nothing but harm both to the creditor 
and the borrower. 


IieDIOENOUll BANKER AND MONEY-LENDER. 

2820 . t and 12. Delhi is rn ancient centre of indigenous banking in 
ludia^ But of late the business of the indigenous banker has been dee- 
lining. Even to-d/iy it is still an important centre of indigenous bankers 
llie business is pretty well organised and indigenous bankers have an 
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Association of their own, of whic'' ray father it president. It is a fully 
representative body of various classes of persons doing hundi business. 
It maintains a high standard of commercial morality among the in- 
digenous bankers, settles all disputes that arise, and lays down general 
rules for the future. But if Government were to give a subsidy to this 
Association it can do much more useful work as tin ganisatiou for the 
promotion of indigenous banking and the training of indigenous bank- 
ers. In order to understand the present deplorable condition of the 
indigenous mo!‘ey lenders and bankers it is necessary to recall the state 
of affairs in the past. P'or centuries, even in periods winoi there were 
very defective means of communication, the old system of financing agri- 
cultuie, internal trade and even Government Revenue Departments 
stood the shock of severe famines. The village economy is even to-day 
largely based on a system of barter. The villager living in a small 
village produces on a small scale, buys commodities for his every 
day life in small quantities and requires finance lioth for agricultural 
production and marketing in small quantities. 'J'he village money- 
lender has therefore to perform the role of a dealer in commodities, 
purchaser, seller of the produce of the viHage to pt^rsons outside the 
village, of a commission agent on behalf of others, a channel for remit 
tnnee of funds from scattered villages to jytaruJis and towns, along with 
the functions oF lending money to the agriculturists. He is not, as is 
sometimes imagined, a big man rolling in wealth and fattening on the 
lal>our of olh(?rs, hut a very email man working hard in various 
capacities and trying to live and eke out his living by sheer force of 
thrift, businesslike habits nnd hard work amidst conditions which very 
often involve risks both to his person and property. He was formerly a 
highly respected person of the village community and in fact the vi! 
lagers used to invite men of his class to conic and settle in th(' village , 
for he was indispensable to the village economy. Formerly he was con- 
nected with bigger hania^ in the fnandfs and big towns and used to l>e 
trusted with funds from the towqi and city shroffi^. The town 
carried on banking on an extensive scale and used to be honoured even 
liy Native States and apY^ointed fJovernment agents for the collec- 
tion and transmission of Government revenues. There was thus a long 
(‘onfinuous chain of intimate connections between Government and the 
city nhroff^ at one end and the village money-lender at the other. To-day 
the conditions are just the opposite. Government gives no protection or 
|)atronag(' or its funds to the inrligcuous banker in the city. All Govern- 
ment funds are either in the treasuries or in the Imperial Bank. The vil- 
lage rnorieylcnder has lieen ruined by Government ]>oliey. His business has 
been made more risky, and instead of being ai* honoured and resjiected 
member in the village (‘onimunity and in official circles he s nov^ an 
object of suspicion and the subject of a systematic propaganda carried 
on by th«' Co operative T'lepartment and by well meaning social workers 
w'ho are hopelessly ’gnorant of the actual ^‘onditi TTis virtues of 
thrift and business-like habits receive no recogTution at the bands of 
Government. On the contrarv Government is using legislation to com- 
plete his ruin. All laws in favour of the agriculturists such as the 
Punjab Land Alienation Act have undermined the rharacter of the agri- 
culturists and encouraged him to believe that his land is perfectly safe 
no matter how extravagant, lazv and thriftless be may become. The 
security on which the agriculturist borrows has become w orthless with 
the result that the risk of lending him has to be covered by a large 
increase in nominal interest charges. Even then the recovery 
has become a matter of very great difficulty. With a demoralised 
character, wiith the increase of the number of cheap pleaders 

Ji/r, Snl Knrain Gnrwahi, 
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who can suggest to him aM sorts of fraudulent and dishonest 
pleas with a view to deny his debts and make it difficult to 
recover loans in any reasonable period, with complicated laws 
passed with a view to protect them, with the break up of the joint 
families bringing up all sorts of heirs to contest execiit’ou proceedings, 
it has become almost a hopeless task to reeowr even a porti >n of the 
loans except by great tjict and a promise to lend more. The diffi- 
culties of the money-lender exists in not only getting his claim proved 
and his interest admitted in the face of prot<'Uu*‘ ];iv\s f,u* ttr td 
the agriculturists and the prejudice aganist hiju nmong tin* ji.diciaiy 
but also in execution pri)ccedings. Facii when he RUo<-ceds in get ling a 
decree against the agriculturists for his principal ami 1'2 per cent, in 
terest he is g<n'»^ra!lv m»t awarchul iitterest after llm <lcerec : instnl 
meuts are graiUed to the ngricultnristv not only at the time of decreeing 
the suit blit also at each executam application. With \ears of scar 
city becoming freejnent in this Province, the dein-cos of law courts have 
become merely paper deert'es kept ali\e by repeated execution 
tions without recovery and with some (osts only in the hope that pc 
chance at some future per od there might t>e some re<'overy The high 
rates of interests are thus only nominal for the majority of the agriiail- 
turiscs. They are, howe\er, high to the few' honest agricailturists whose 
security has been lessened b\ all the (auses 1 have enumerated above 
NotVi’ncr short of the repeal of this protective legislation will lower the 
rates of interest and restore the harmony between the village money- 
lender and the borrower- I would rather say the village dealer because 
he is |)rimaril\ a i illag«' dealer in commodities. It is o^ten forgottiui 
that the villaire dealer does not at all want to become a landlord. If 
the land passes into his hands in anuas in which there is no T*nnd Alie- 
nation .Act, it is only because he is unable to recover otherwdsi* his legi- 
timate principal and interest. In fact he feels eml)arraHsed in his 
business if In'- money locked up in land. But he must have security 
for his husin<‘'-s if he ha-; to finance agricultun*. 1 A’fU’ythinuc that tends 
to weaken th»‘ -eriiritv of borrower, whi<'h in the cas<* nf agriculturist is 
in the last re-^oit hi> land, ruins not only the villaui' dealer hut also th(‘ 
agricultunst. 

2S2I The CO operative vu’edit mov<‘ment w'as supposed to make a per 
inancnt improvement in the security of the bon(,wer. But can any one 
say that it has had that effect ? Aie the* mcmliers of the f*o opr*rative 
credit societies after nunaining for venrs in the c > i»perati'u* iiiovmnent 
able to i)orruvv in the open marketer from the village ftahukftr at cheap- 
er rates of intcre.si than hf‘fr)ro? Havt' thf‘v become more tlirifty, more 
businesslike, more pros))cron8 in respect of their annual income, more 
punctual in thrir rvpaymont, and more lionc'-f f If the (o-opfratn* 
movement lunl effected this improvement each individual member of 
the cooperative sjociety would have had more credit with a village or 
town money lender, 

?822. In reality the co operative PocietioR ha^e done nothings but harm. 
The agriculturist borrows both from the society and the mhular. He 
borrows from one to repay the other, he plays off one against the other. 
Tbe security for each has become less than before. It has made the 
village moneylender less considerate than before. It has divided the 
village into oarties it has rather preached hatred against the havia than 
endeavoured to hold th ^ banio up before the villagers as an example 
of thrift and hasinesslike methods. The co-operative society with 12^ 
per cent, rate of interest is even to-day less convenient to the villagers 
than the mhnhnr. It takes time to get a loan from the society. The 



2B4 


society has to be repaid in cash ; the society obtaine a decree against 
him promptly and without dispute. In ai] these respects a Joan from 
the gahukar even at a slightly higher rate of interest is far more ocm- 
venient to the villager. Even in respect of control the sahukar eaer* 
cises it more cn the interest of safety of the Joan than the mutually 
obliging thriftless members of the co-operative society. 

5^823. The harm done to the village dealer is not confined to the village 
The village dealer must live if he is to carry on his business. If money- 
lending does not pay him, he not only cripples agricultural industry by 
not financing it adequately but also has to charge higher price in his 
sales both to the agriculturists of the village ^nd the outside market 
of which he is the distributing agent. The cost of maintaining himself 
falls upon a Hiriailer volume of money-lending and a smaller volume of 
business in (jommodities done by him, and the prices n.ust therefore 
go up. The security of his debtors being less he is trusted much less 
by the town merchant and the town shroff because they feel that money 
with him is not as safe as it was before. When he borrows for his 
business be has to pay a higher rate of interest; ordinarily he contents 
himself with becoming practically a commission agent or a small trader 
on his own account. His credit lieing less the hnyidin V^etween him and 
the hvudi dnoff or the city .dtroff are becoming rare with the result 
that the volume of trade bilLs declines and more cash rn the shape of 
nqv es and notes has to be sent to the wandis for financing the crops. 
The city shroff has suffered in business not only, on this account l)ut 
als<' on account of various other causes He hss censed to be the agent 
of Gov •rnmc’it. His deposit business has declined because of the com- 
petition of the jnii^t^ st^ck banks, exchange banks and the Imperial 
Bank. His remittatice nu^iness has declincf? b^caus^ ^f fho 
rf the'*hrancher of the Imperial Bank and of joint stock banks. With 
no free funds from Government, with no appiecinblo deposits on cur- 
rent account or ev«m fi-xed depo** its, with competition of a bank like the 
Imperial Bank with huge free funds from Government and of the city 
co-operative hanks with the prestige attaching to it on account of its 
supposed connection with Govcrnirient, h ^ is compelled more and more 
to mix up tiadc with banking and charge higher price for remit- 
tance to places where there are no branches of banks. 

2824. Tf indigenous banking is to peiform the services it rendered to the 
public in former times all these causes must be removed. The village 
dealer's or nioneylender’s businc.ss must be made more secure by the 
abolition of the Punjab Land Alienation Act and all other protective 
legislation in favour of the agriculturist and by affording him reason- 
able faeiliti#\s for recovery, by stopping tho propaganda of hatred nre- 
ached by the Co-operative Department and effecting some co-operatiotf 
between him and the Co-operative Department. Tlie field of work be- 
tween the joint stock banks, exchange banks and the indigenous banker 
should be defined so as to prevent undue competition. The Imperial 
Bank should either have no funds of Government or facilities of remit- 
tance through treasuries or it should be prevented from dealing with 
the public except through approved indigenous bankers and should be 
compelled to charge low rates of remittance to indigenous bankers and 
joint stock banks. There are many places in this country where it will 
never pay a joint stock bank or the Imperial Bank to open branches and 
approved indigenous bankers should be encouraged to maintain their 
agencies at these places by giving them a portion of the Government 
funds free of interest, by giving them facilities for moving funds through 

Mr. tSat Narain Gurwala. 
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treasury offices at nominal rates, by making them agents of the Impe- 
rial Bank for the purpose of accept* ng deposits on i^ertain ciinditiona 
and against suitable guaranlvCs to ensure =^nfety, 

te25. When the Alliance Bank was in trouble the Imperial Bank came 
to its rescue but when the indigenous bankets are in (rouble the help 
from the Imperial Bank seldom comes even though land and other 
security can be offered against accommodation. The luies of the Im 
perial Bank favoitr only a few approved persons and that also only 
when their pronotes are endorsed by two parties. Thus it is not an 
Open door, open to all who give sufficient security of assets. Very few 
respectable bankers will like to get their notes endorsed hv another 
and their difficulticb made know’n even to their intimate friends but they 
would readil> offer adequate security to the Imperial Bank if the rules 
are relaxed. 

6S and 84. The use of cheques has grown by the abolition of stamp 
duty and I am sure the usf* of hufHh< will also gmu if tiie stamp duty 
is either abolished or reduced considerably. The present stamp duty is 
seriously adecting the popularity of the nntdnft hundi. 


Mr. Ramkrifhn Dat), Chandiwala» Banker, Treaturar a nd Muni- 
cipal Commisfiooer (of the firm of Meitri. lari Daft 
Beaarti Daat), Delhi. 

285 ( 1 . In the following memorandum I have dealt w'ith the position of 
the indigenous hanker in Delhi both in the jMst *fimd the prestmt. 1 
have restricted myself t<> tho hankers and money lenders who Appear 
in the money market of the city, thus excluding those who jirivately 
lend money (on very high rates of interest,a) to thousandH of individuals 
(such as the Vi\Utnn money-lenders, the rah fin, ‘He.). The iiuligcnous 
hanker has always occipiied an important position in the internal 
finance of the country. In order to understand his present position in 
the money' market, it is necessary^ for us to go hack and clearly under- 
stand the part played hy him in the financing of trade and industry. 

2851. Till f^'cently (about 15 years hiu*k) tlie indigenous money lender 
was in every sense a hankm because he not only advanced money, but 
also used to receive dejiosits. This is nuilly the function of a hanker. 

2B52. Thi.s husincss is generally as.sociatei] with the va'^^hya community 
but other communities are also entering into it. Pure iponcy-lendinp is 
carried on liy almost all communities including Moluirnniedans. Even 
hall a is lend their surplus money to traders. 

2853, Their functions were:*— - 

(1) To receive deposits from individuals at rather low rates, and to 
advance loans at slightly higher rates. Loans were “advanced both on 
personal and material security including landed property. 

(2) To purchase demand drafts (hmidiH) at a discount on important 
centres of trade, such as Calcutta, Bombay, Karachi Jaipur, Agra 
Bimla, etc. These demand drafts were sent to their Artius in the town 
on which the hundi is drawn, for collection. The latter remitted the 
money mostly through httfuii on Delhi and other centres after deducting 
their own emnmisaion. 
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(3) To purchase, sell and discount hnndi^ other than demand 
drafts. The period of their duration varied from 30 to 90 days af^ 
sight. These were known as usancife hutulin and included Loth genuine 
trade bills and pure finance bills, ' 

These bills in common use were generally of the value of Rs. 2,500 
and were always readily saleable in the money market. 

* (4) Some dealt in pro-notes also but on the whole the use of this kind 

of paper was practically negligible. 

2854. The capital of thepe bankers was partly their own, partly deposits 
from individuals (average 15 to *20 per cent.) and partly credit advances 
against h'^n'Us from the Bengal Bank (now Imperial Bank). 

2855. The Bank had f.xed the maximum aniount of ad^ance in case of 

every according to his credit in the money market. 

2850. One class of bankers was that which employed vnostly their own 
capital in their Imsine.ss, and puiadiased hundi.^ o\\ dealers in the general 
security of their reputed financial standing. 

2i57. There was anol)>e)' class whose business v as simply to get profits 
for their lot g- standing credit in th<- nionev market. They pur(*hased all 
sorts of hand is at a high rate of discount and after endorsing them 
(and thuH becoming responsi'ole for its jniyment) sold them otf to other 
shroffs at a slightly lower rate of di.scount. There was quite a large 
number of bankers of this type in the money market. 

2858. There was Banker’s Association of about 80 members, most of 
them carrying on this type of business; they worked like accepting 
houses, 'khis aHsociation rvtill exists in name, but most of its members 
eitlier have ceased to do this business or the firms have failed. 

2859. The rales of interest that they charged on short period loans (even 
4 or 5 days in many cases) were as follows: — 

0 per cent business rate, t.c., the rate that they charged from 
Sahukorii {SuJm ko n rate'). 

7^ per cent., charged to ordinary arlias and cloth merchants. 

9 per cent, to 12 per cent., charged to small grain dealers, fruit mer- 
chants (dry), vegetable dealers, etc. These rates continue to this day as 
the prevailing customary rates. 

2860. The deposits were of Jess importance than Innidi dealings, on the 
average, tlie former business was about 20 per cent, of the latter. The 
rates of interest allowed on deposits varied from 3 to 6 per cent. The 
bigger shroffs being in possession of considerable surplus funds gen- 
erally paid low rates of interest to their depositors. Still they 
attracted ccnsidwable deposits because of their credit in the market. 

2861. Thus see that the entire trade of the city was financed by these 
indigenous bankers, and mostly on the security of the most desirable 
kind of paper, rfr., trade bills or kundis. Practically all the grain 
dealers of Khari Baoli (including the gur merchants), tiio iron mer- 
chants, the timber merchants the Kaserm (bartan walas) financed their 
business through Usance hundiff. In many cases the goods were sent 
directly from the maikdi to the exporting port, but their financing was 
done through Delhi, e./?., the cotton trade. Cotton was sent directly 
from Hathras, Kosi, Palwal, Agra, Muttra, Karnal and other manditi 
but their financing was done through the bankers in Delhi. 

2862. Consequently quite a large number of the indigenous bankers drew 
their income entirely from their hnndi business. My own income from 
this business alone was substantial, 

Mr, Earn Krishn Cha'ndivmJa, 



Si863, Some, however, cAjrriod on Bome otlief business aloUti^ with kuf$di 
irusactions, buHion business op grain dealings. Landed proper* 

^ was another source of their inconib. 

@864. UnforiunStely the competition of the banks, espen iallv the Im- 
pesrial Bank, Severely affected the business of the indigenous banker. 
Formerly these banks had no branches in the interior of the Province. 
Their Aum/t> deKlings were restricted only to the big shroffs. They 
could not Birc^‘tly drai with the ordinary trader. * 

2^66. The indigenous banker used to charge nb<jut 5 to 6 annas per cent, 
on demand drafts (2 annas as their own coinniission, 2 Annas as the 
commission of the artia to whom the huntfi uas stmt for colUx'tiim, t 
anna as interest and 1 anna for remittaiu'e charges). The banks on the 
other hand charge, as low as l/16th per cent, ajul r^^rtainly n<>t more 
than i per cent, which is the Imperial Bajik rate. 

2RG6. The advantages of the banks are:- — 

(1) Ttn‘y have their own branches in ail centres of tradt' (ihus in 
the Punjab, we have the People’s, and the Pinijab National Hanks, \n 
V. P. thf" Allahabad Hank, in Hf»:iibay the Central Hank, 'iiul finally the 
Imperial Ba»'k in so many cxmtres of trade), and iiu»s no (onuui‘^siou 
js paid to the collecting agent (the aftia). 

(2) They do not actually remit rnonej^ In banks lemittance gen- 
erally mean'' oiil\ book transfer, thus there aie pnutitally no remit- 
tance ehaiges The Imperial Harik thus ehaiges nothing for transfer 
remittance up to Hs 5, twin to customers >\ho keep (‘iirrent account, with 
the Bank. 

(3) Their money circulation is very wide, and thus they can afford 
ht) charge a very small percentage as commission. 

(4) Lastly, there is the psychological reason. Some people jirefer 
to deal with banks, especially the Imperial Hank, as they have not 
only larger resources in the- money market but charge less for banking 
business. 

2H67. The iner**as]pg competition of the lainks endered it chfheult for 
the indig<*nou8 hanker to maintain his position. CIraduall> he dis- 
appeari'd from the money market of the city ami to day there is hardly 
a single banker in the real .sense of the term. 

The hutuH and the deposit business is almost entirtdy taken up by 
the joint stock banks and the Imperial Bank. The bank<*r is now 
reduced to the position of a money-lender or money-lender and 
merchant. 

2S6rt This change was due to the very low margin of profit of these 
bankers. During the boom period of the Great War they found them- 
selves at a disadvantage as compared to the merchant community and 
naturally there wa.s a temptation for speculation. The unsucceipful 
speculation in cloth, sugar, iron,, copper, brasi^ etc. ruined a lafge 
number of the indigenous bankers. The trade' depression after 1920 
also affected their business adversely and continued the process of 
their disappearance. 

2870. To-day the money-lender is really a merchant ^ho advances his 
surplus funds for short-period Joans — varying fropi^one month to 
twelve months. Money-lending is only his side-business. The borrow- 
er has also some advantage. He can now get any amount of money by 
affixing 1 anna stamp on th# receipt, instep of paying a stamp duty of 
one and a half anna per ceriu on a usance hundi by means of which he 
used to meet his requirements formerly. 



«7L Tile rAfce«^ jof charged oil loi^JI vary from SJ 

lo 9 per pent, per armum, accord jng to t(fee dei^ads of trade, and also 
the lK>rrOwer *8 credit in the money marl^et. These loai^ aae generally 
advanced oo personal security, though 'grain and Other ll^tids of sto^ 
are sometillles^takeo as security. Loans'^dor more ti^n a year are 
ftoinetiraes advanced against landed properly as V-in- inarket 

rate of interest is largely influenced by the lipperial Ban^^rate in the 
^ busy SQi^n, iK^cause there is hardly any bank#!’ wfto is carrying on his 
^1)t»sinesS entirely from his own money in the.^isy season. If the 
Jmperial Bank rate rises, money is withdrawn from the market and 
^us other banks and bankers are obliged to raise their raU' of interest 
fn the busy 8<*ason. 

^872, Although the joint stock banks, and the Imprrial Kank, are now 
able to do the business at a lesser cost to the inerchaut thf* change is 
on the whole, certainly not for the better. Along with the introduc 
tiou of the direct relations Ir^tween the banks and the 7Hfnif/i dealers, 
a veiy large number of merchants and traders have ceased to carry on 
their transactions by means of hnudiK, Thus, in spite of a con.siderable 
increase in the total volume of trade, the circulation of hnndi is consi- 
derably reduced (is about 60 per cent Icsh). 

■*‘1873. The increase in the stamp duty on usance bills (lo 6 pie« per 
cent.) is, alw largely responsible for the decrease in this kind of fnuKhs, 

2871. Hut th(‘ most iinpoifaiit reason for this change is the inadequacy 
of the facilities gianted by th(‘ Impei’ial Hank to t!ie indigenou*^ 
bankt‘rs. The rna.ximmn amount of the credits of the big sJn(>ff< (the 
amount up to which they could get advanct's) has hetuj cc'nsidcvalily re- 
duced, and therefore, these bankers are not in a ))Osition to purchase 
hand is, m>t only that, the Imperial Hank 1 as granted certain facili- 
ties as regards the sale of hand is, remittanees ainl advances, to tht' joint 
stock hanks, but treats the indigenous bankers ns ovfjinary merchants 
denying them unjustly the pi ivilegc.s of all fac'ilitic‘< gi anted to joint 
stock hanks. instance it ('hai'ges joint stock banks .1 anna per cent, 

on remittance's as against 1 aniia |>or cent, .rharged to indigenous 
bankers. 

2875. Due to this comparative scarcity of usance hnndiH trade and in- 
dustry are not properly financed. When the money market is tight, the 
Jmperial Bank cannot render any kind of assistance for want of bills 
nor does it advance loans on the security of landed property. Thus, 
in the busy season the market rate of interest sometimes rises much 
above the Imperial Bank rate. Moreover, the money-lenders of to-d«y 
whb are, as e^pjained above, really merchants and traders, are not able 
to meet entire trade demands for moneje In many cases they have 
to disappoint the borrower l>ecause of the insufficiency of their working 
capital. * 

2876. All ttiis leads to one important conclusion, rtr,, every effort should 

beAade to increase thq circulation of hntidis. But this is not possible 
without th^ indigen6<Sttf banker, w'ho alone intimately knows the indi- 
vidual dealers. Hia position should, therefore, be strengthened as far 
as possible. In the fif^st place indigenous bankers should be recognised 
by the order to command more credit in the money 

markiit. , ' 

'|877. Secondly, Httre should be a central bank like the Beserve Bank of 
Jh|dia recommended by the Hilton Young Coramiseion. It should be 
|H(^rely a banker^s bank and should not be allowed to deal directly with 
mdividqal customers, because a central bank should not, on principle 
compete with private banks and bankers. Its main business should 
be rediscounting of bills of trade. 

Mr, Ram Krishn Dass, Chandiwala, 
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The ImiMNliikl Bi[3$«at present ei^|Qiy»^ consideri^le privillges. It 
huge Governtiiiipt *f undt free o| interest. The MunicipiJities ftnd 
rilfce DietnHs^ IBoards also keep, their moiiey in the lili|>eriarBank. A 
brge number Creditors alii) prefer to keep their cumnA accounts 
with it, it is regaHluOni^ as a Oovernojciit Banl^ The Imperial 

Bank is, "Cpiarifore, able, to du^y on a very^ \infair competition in the 
money ^ ^ 

2879. Thirdly, the A^litieg aa regards the sale of hundi$^ tbmittanaii 
and^ advances that the Imperial Bank has given to joint stock banks, 

" should be extended to the indigenous bankers also. l*he most import- 
ant are, undoubtedly, Enancial facilities. No improvement, mo 
progress is possible unless the central bank gives considerable faoilitidi 
for finance to the indigenous bankers The Imperial Hank or the cen- 
tral bank should not compete with the indigenous banker and always 
be willing to advance credit to indigenous bankers to any extent to . 
which trade bills are presented or adequate security is available. 

2860! Further, there are many places where the Imperial Bank has not 
opened a branch of its own. In fact, India is such a vast country that 
the linperial Bank, or any other bank, cannot be expected to have ite 
branches in each and every village and town. In the al)Bence oi^^a 
branch of the Imperial Bank, the indigenous banker should work as 
its agent. Ho should be given financial assistance — credits by the 
Imperial Bank free of interest — in proportion to the total volume of 
his huntfi busineas In return some conditions might l>e imposed upon 
him, c.g,^ he might ho asked to open his aceount with the Imperial 
Bank. 

2881. Fourthly, the stamp duty on usance bills should lie appreciably 
reduced l>ecaus(‘ it seriousily affects the use of this kind of paper in 
business transactions. 

2882. The present Insolvency Act is also very defective. Fnder the pre- 
sent Act it is very easy to declare insolvency and the Court has abso- 
lutely no power to reject an application for insolvency, if the applicant 
owes more than Rs. .'^00 It has a very demoralising influence and 
should be so amended as to make it more difficult for anybody to 
declare himself insolvent. 

2883. These are some of the measures that might be introduced to 
strengthen the position of the indigenous bankers and also of the 
stdek banks, if they deal with the bankers only, instead of directly fitir- 
chasing the hundu. The use of bills of trade would be encouraged if 
proper rediscount facilities are available at a bank tl^t does not com-* 
pete with the indigenous bankers in banking buainecs. We shall Eav^ 
a better organized money market, and better moans for the financing 
of trade and industry. 


Note on petty industrmUi^. 

28^. In our province there is considerable scppe for the petty iiiduft- 
trialiste also. Under the present conditions th^, are seveiltoly handi- 
capped because of want of sufficient finanoea. Fdt >bem is onlV 

one source of help, viz*^ the co-operative bank. The woirkiitg of 
Co-operative Department ip this connection is W*y defective*? 
believe that they are meant only for the agricultural ooinmunit|v%t)d 
have to deal witii the mmitidarg only. This impression shoiil^^ be 
remov^ from the minds of the officers of this Department. l%e oo- 
<^>erative bank should advance small sums of money up to a maximum 
m Ba 5,000 to petty industrial concerns. 

voi.. IV 
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^HER INDIVIDUAI^. 


Professor Hirde Narein M* A., Hindu College^ Delhi. 

A ‘.HI CULTURAL CRLDIT. 

Hate of inlereH on loans. , 

2S85. 2* (i) Tahari is advftiiced to agriculturists direct by the state, at 
6 per cent, jxu’ annum for the construction of %vel]s or purchase of 
agricultural implements on the security of land, for a period of 5 — 1& 
years. It is f)ayal)le at harvest by instalments along with the land 
revenue, and is collected along with interest through the tehsi] peon. 
In case of tiori-|)ayinent the loan is recovered by auction of the land of 
the defaulter, 

(ii) Agricultural rTcdit societies numbering 233 charge 12J per cent* 
per annum for loans advanced to inemberR only on their unlimited 
liability for short periods, for necessary purposes including marriage 
excluding litigation and extravagant expejiditurc. Defaulters are re- 
ferred to the Ilcgistrar, C’o-operative Societies, whose decision being 
hnal is executed through the law court. 

(iii) Mahajany the merchant banker prefers loans in kind, rctaia*' 

\ seer margin on both sides, picks ui) the cntiu* narvest tor the re- 
covery of loan, leaving just a subsistence allowance to the borrower 
for six months. His usual rate for cash loans is 24 per cent, per 
annum. . 

(iv) ZiDfilndar banker, advances loans in money or in kind at 24 
per cent, per annum and recovers the loan at the harvest. In case 
of default the matter is referred to the law- court for decision. 


N ON -An H I (’ULTU KAL ( KLJ >11'. 

2886. (a) Vnihan money-lender charges 80 to 120 per cent, interest for 
petty loans advanced against personal secinity generally to bankers, 
pedlars, etc., for a few days, He recovers his loan by use of force.^ 

(/y) Hah fid finances I he poor people in distress such as the depressed 
classes, labouievs and petty .slu>pkeepers. He advances loans at 37 
per coni. ]>er annum by a written or verbii! contract either on per- 
-fiona) ?ecurit>, or on the security of ornaments, utensils, furniture, 
generally for h month of so, and recovers the loan by reference to a 
court of law in case of default 

(c) Indigenous banker known as the sovyJear lends against property 
Btodc of goods and hundi for various periods, up to 3 months on rates 
varying with the market conditions. The ordinary rate in the active 
season !s 7 to 9 per cent. In the dull season the rate falls as low aa 
3 per cent. 

(r/) Joint .Rtock banks give short period credit up to 3 months at 
7 to 9 per cent, per -annum against endorsement of two well- 
knoM^n persons, also on material security, bill of exchange and Qovem- 
ment^ paper. 

(e) Imperial Bank charges generally 8 per cent, per annum. It dis* " 
counts bills. Its discount rate falls to 7 per cent, in the dull seasoir > 
in June and then gradually rises till it reaches the top at 8 per ? 

Prof. Hirde Na rain. 



291 


in February. It is the banker#^' bank and ^he Government banker. 
It keeJjB Government balances free of inteiest. 

(/) Non* Agricultural Credit Societies allow loans to their meitibt^ra 
only at 12A per cent, per annum. 

(r;> Co one»‘ative Central Bank, Delhi lends to co operative socielies 
of the Pro\irKe at 8A per cent, per annum. 

Loan 

2887. 3. (i) The Punjal) Land Alienation Act of 1901 amended in 3907 
prohibits sale and mortgage of agricultural land to non ngru uUur!H<« 
The Act does not touch the :nw 'nt^!at banker It (ends to eneourage con 
solidation of holdings. So far it has \^nrked to the advantage of tht 
Cultivators by restricting thf* power of the money lender 

(ii) The Land Improvement Loans Act IHH.l permits direct state 
loans for small irrigation uoiks for a maximum period of 25 years. 

(lii) The Agriculturisth I.oans Act of 1881 allows Htat<‘ loan.-j to agri- 
culturists for the purchase of seed, cattle or au> other purpose eonueeted 
jvith agriculture. It has proved of immense value in periods of dist- 
ress But thesf^ acts are not designed to mt'td the normal rt^iuire* 
ments of agriculture. People know very little about them. Inhistonca 
on regular recoveries of loans, and delay in dealing with applications 
ior loans ha\e considerahiv detracted from their popularity and use- 
fuiness. 

(iv) The Usuriou.s Loans Act, 1918, amended in 1920 gives wida 
powers to eourt'^ to (‘heek usury •'Its objt*ct is to belirve the people of 
Rome of th(’ worst evils (»f uneontr<dl(‘d usury. Wheu then' is no mate- 
rial security liehind tin' debt, the diLtor can force the cretlitor into the 
court simply by refusing to renew the loan and the court has ths 
power, under act, to cncpiire into the equity of the terms of contract. 

(v) The Redemption of Mortgage Act 1918 empowers the Ct^llecior to 
redeem the debt up to Rs. 1,900 if he thinks that the mortgagor hfH 
paid a proper sum on account of the debt. 

Nos. (iv) and (v) are a dead letter in the Delhi Province. Peopls 
have no idea alxuit them. Improvements to make loans act more 
effe‘tive and nioie useful should be made 

2888. To meet the devil of ignorance and illiteracy, notliing would b^ 
better than free and eompuisory primary education. Study of land 
and loan Acts as a part of text in rural srhools w^ould add to their 
popularity. Tnkavi would be more effective if it eould he advanced 
through agricultural credit societies, and the process simplified. The 
Co operative Act may be modified if necessary, to permit long term' 
loans through co-operative societies or through a mortgage bank on 
the security of land or its produce. 

2880. 4, S, and 6. In the Delhi Province most of the borrowers are 
members of the same raste as their creditors. Hence the creditors do 
not like to deprive them of theii' land. There is no necessity for 
legislation. The caste spirit is at present a stifRcient safeguard against 
ejection. 

2890. ?• For reasons stated above, personal service is not exacted from 

caste memf»ers in ♦ ' intf‘reRt or loans. 

W&l. 2* FfV/r answer to Q. 3. 

vob. IV 2 
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S892. 10. Legislation for publication and auditing of aooounta of monii^ 
lenders is a paramcwjnt necessity. To ensure fair dealings we would 
recommend a fair rate. Failure of Usurious Loans Act points to the 
wisdom of fixing a legal maximum rate of interest. The legal maximum 
should be rt^asonable and fair to all parties concerned. It may be 
determined after consulting the representatives of money-lenders and 
agriculturists. The average net income of a farmer provides a sound 
basis and the practice of co-operative societies and joint stock banks 
is the safest guide. The maximum may be fixed close to 12 per cent, 
against material security, and at a higher figure say 16 per cent, 
against personal security, allowing 3 per cent, margin for extra risk 
involved in personal loans. The present rates are *24 per cent, for 
material security and 37 to 100 per cent, against personal security. 

2893. 11. There is no arbitration board in the Province. Registrar, Co- 
operative Societies, Delhi is the only arbitrator for co-operative loans. 
That is quite essential at present. But the aim should be to €>ducata 
the members, with a view' to develop the pniichaynt ultimately into an 
arbitration board. 

2894. IS. The cultivator borrows takavi generally in distress caused bj 
famine or epidemics. Free use of takavi for normal requirements is 
difficult. It encourages illegal gratification, requires a lengthy pro- 
cedure and demands stringency in repayment. It is not paid on thft 
spot. The af)plicant has to come to the imperial city of iJelhi where 
he is sure to waste a part of the loan in idle enjoyments. It does not 
suit an illiteiate hoirower. He cannot decipher its provisions, nor 
can he feel satisfied with the elalx>rate system of recommendations and 
sanctions for remedy vide answer to Q. 3, 

2895. 14 . Co-ordination of credit. There is slight co-ordination at pre- 
sent between the monev lender and the joint stock banks that dis- 
count genuine trade bills and hundiR endorwd by the money-lender. 
But the link between agricultural credit and the city banker is still 
wanting. 

28i)6. There is considerable scope for the e.xtension of agricultural 
credit either through a mortgage bank or through co-operatTve credit 
societies. 


C. — Finance for marketing. 


2897. 17 . Marketing centres. 
Crops. 

(i) Wheat, ooHon, chillies 
fli) Jawaff Bajfa, Gram . . 
(iil) Tobacco . . 

(iv) MmoeUaneous crops . . 


Marketing centree. 

Narela. 

MahroU and Najafgarh. 
Shahpur Jat. 

Delhi aity. 


2898. 18 . The village money-lenders generally re(‘.over their loan® in 

produce. They store the produce for sale wiUi the city artias. {Fhej 
charge a commission of annas 12 per cent, on estimated value of farm 
produce and advance 76 per cent, of that value to the mahn'icm. The 
eriM (storehouse man) draws a bill of exchange against produee and 
sei^ps it for discount to a city money-lender or a joint stock banlc. 
The money-lender endorses the bill and discounts the same at the 
current rate of discount. The endorsed bill is rediscounted by joint 
tiock bank and finally sent for collection on maturity. 

Prof, Eirde Narain. 
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S899, 19* Storage of produc<», (<») Farm produce is first atored in a 
kotha^ Uie home store, t>efore it is brought to the market. The nmhajan 
keeps grain partly in the shop and partly in his house* drain ia 
carried to the market in gunny bags. These bags are piled ono abo>ve 
the other in city stores of artias along the Burn Baotion Road^ Khari 
Baoli, Jamnia Masjid* 

2900. 20. lArfH.sui uan /louses. - LivetiBod warehouses sy^Um of United 
States of America is an excellent model for an agricultural country 
like India, It has achieved a considerable measure of suix'ess in 
western countries, and is the crying need of India (»f to-day. Its object 
is safe storage of agricultural produce for domestic trade and foreign 
commerce. The Warehouse Act of I nitecl Stales of America aiithorises 
the Secretary of Agriculture to grant a license on payment of a fee of 
2 dollars per annum after a careful scrutiny of storage, gradation and 
sampling of goods consigned to the warehousenmn. The warehouseman 
is e?q)ected to execute a bond with one or more sureties to ensure the 
faithiul performance of fiTs obligations under the \VarehouHe Act. 
Goods are classified according to qjiality hy certified graders. The 
lit^ense can be suspended or revoked by the Secretary of Agriculture on 
the violation of the provisions of the act. 

Possibilities. 

2901. India is a big agricultural country with a huge consumption of 
agricultural produce and heavy exporta of raw material. The following 
figures of export would indicate the scope and possibility of working 
licensed warehouses at Indian ports, on western lines. 

Year 1928-29, 

Exports of merchandise. 

{Source . — Seaborne Trade of British India for March 1929.) 

R«. 


Raw Jute 


. . 

. , 3,234 lakhs. 

Raw cotton . . 


. , 

. . 

»» 

Grain pubes an 1 flour . , 



. . 3,369 

** 

Sef>dH 



, . 2,962 

t» 

Tea 



2.660 


Raw hides and skins 




»« 

Metals and ores 



891 

f^ 

La.c 



864 

*» 

Haw wool 



488 

»» 

Oil cakes 



384 

*« 

Parrafin wax 



246 


Raw rubb^ . . 



196 

ft 

Coffee 



169 

»* 

Spiees 


• • 

168 

t* 

Opium 


. . 

167 



2902. Unfortunately figures are not available for inland trade but oonai^ 
dering the size and popui*4tion of the country it seems to be of 
if not of greater importance. Licensed warehouses in all distributing 
centres of the country would be of great value. 
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2903. Delhi h Uie biggeiN; distributing centre in Northern India. W« 
require more than half a dozen v/arehouses for effective control and 
storage of raw material imported into Delhi. Suspicion ia the bre^ 
of ignorance and resentment ite natural ally. Dealers who make mane# 
by adulteration are likely to raise an alarm. They may be tempted 
to create an atmosphere of hostility towards any scheme of reform, 
the committee might contemplate. Adulteration is one of the greatest 
evils of the Indian business market, A licensed warehouse provides 
an antidote to adulteration, and can flourish only in a healthy atmos- 
phere when the laws of adulteration are strictly enforced. 

2904. The import figures show the volume of business the licensed war^ 
houses might take up in the initial stages of their progress. 

Imports into Delhi in maunds from 1st January to 31st Dccemlier 

rj 28 . 

(Sourer : TerrnirmI Tax Hevenuc Returns of Delhi Municif^ality 
192H,) 


1 . Wheat 

. . 

. . 

16,16,568 

2. Barley . . 



1,01,809 

3. Oram 



7,20,323 

4, Kice 



2,82,199 

5. Floor 



2,18,135 

6, Pulses 



81,589 

7. Other gra ns 



4,27,808 

8. Cotton ginned and unginned , . 



2,63,654 

9. Q}h€6 



82,220 

10. Tobacco . . 



37,605 

1 1. Kenni Chur a 



3,911 

12. Hid^ 8 and skins 



2,36,187 

13. Our, iShakar and refit ed sugar. 



92,515 


2905. 22* Railway receipts and invoices are used for raising money in 
this province. No dilficultics are experienced in their use. 

2906. 23. Delhi has a good many motolled roads and offers unique facili- 
ties for Jiiqtor transport on co-operative lines. Co-operative village 
stores linked to (O-operative warehouses would solve the problem of 
marketing, and bring within the reaeh of the poor and niiddle classes 
fresh siipplie.s of faiui pixxluce, dairy product*^, (fher and other raw 
materials of agrieuiture. That would lead to a distinct improvement 
in the health and strength of the province. 

2907. 24. iliil.s cannot he ns(‘d in villages, so lorjg a.s peopK* remain* 
unlettered. Bills are di.seounted at city banks and form an important 
instrument in financing internal trade. At present the duty on hundU 
is pvther high. Tlie duty on bills may be reduced -a little to encourage 
their use in internal trade. 

D.-“Long Peeiod loans. 

2908. 25. There is a pressing demand for long term credit on the part 
of cultivators and zamtndars* They have to borrow for long periodd 
for the purchase of cattle, implements as well as for pressing needs^ 

Prof, HiMe Namin, 
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.filch as marriage, fun*^ral, iitigniion ami of land ravenud 

•lid for capital and permanent improvemenU. 

lbo9. S6* Ab a rule long term credit is not advanced except by the Gk>v* 
ernmeut in a period of distress. 

2910. 27. Government naiictions Hs. 40,000 per annum as takavi for the 
whole of Delhi Province, but people seldom apply for the whole 
amount. The erops failed this year Init onlj’ Rs. were taken as 

takavi. 


I fit p( tli fttf < hi ftiuf t ijnrjf of 

2912. 29. Land Alienation Act and Rciieinption of Mortgagt^ Aet are the 
principal impediment'^ to n^ortgage of laml, bnt the capacity of tlio 
agriculturists to borrow is not appreeiablv reduced in this province 
since peoplv? can easily get loams from zan\itf<lar bankers. 

2913. 30. Thert' is no mortgiige bank in the Province. 

2914. 32. The Raiffeisen type village bank is oxpreawly designed to meet 
the retjuiremcrits for small loans only. The agriculturist has not funds 
enough for agricultural improvements. In the absence of a strong 
financial rnaclnnery for long term (*redjt, agricultural piogress would 
be as dead as a dream. The gap can be filled by a mortgage bank. 


Scftt f/i( far n nKjrtfjtuj* hank. 


2915. Objects of the mortgage bank. 


(i) Redemption of laud, and houses of agriculturists. 

<ii) Improvements of land and methods of agriculture. 

(iii) (Tinstnu'tion of houses. 

(iv) Li.piidation of old debts. 

(v) Pur<dias<‘ of hwid to encourage c onsolidation of holdings. 

Jhiftforati ; 

201ti. 1. Director of Agriculture, cx c»f!ieio. 

2. The Controller of the* Currency. 

3. Ivc'gistrar of (’o-opcuati V4’ Soc ieties, 

4. A f t prescmtative of the Imperial Hunk. 

5. An electc’d representative of share holders. 


2937. Mfiffatjr 7Hf nf . — Effic ient managenient is essenti.ul ( ‘ontinuity of 
management is desiraliie to inspire confidencce The luvgistrar of Co- 
operative ScKde ties may be authorised to appoint a qualified manager 
.subject to the Ufjprcwul of the Hoard of Directors. 


Capital ofjhe Hank : — 

.Authorised capital ........ 

Share capital ........ 

Debenture Bonds payable in 20 years at 0 per c^-nt. per 

^ annum ......... 

# 

Loan from the Imperial Bank ..... 


Ks. 

1 , 00 , 00,000 

10.00. (X)0 

40.00. 000 
40,000 


Value of each share may fixed at Rs. 10, InUTcst on debenture« 
•ho^d be guaranteed by the Government of India. In case the share 
capital is not fully subscribed by the public, Government should* take 
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the obligation of subacriBing the balance, out of state revenue. The 
mortgage bank may advance loans for five to ten years on 50 per cent, 
of the mortgage value of land at 12^ per cent, interest. In case 
debentures are not taken up by the public, Government should take 
up the balance, since the local municipality has no surplus for invest- 
ment. To inspire confidence in debentures it would be a wise policy 
to bring them under trustee aecmrities. 

2918. S3. The mortgage bank may offer 3 to 4 per cent, interest on current 
account, five per cent, on fixed deposits, 6 per cent, on loans from 
the Imperial bank, and 7 per cent, on debentures guaranteed by the 
Government of India. Their loan rate should be fixed at 12^ per cent, 
per annum. That leaves a good margin to cover expenses and to 
build up a sinking fund for the j)aymcnt of its obligations. 

2919. 34. For the purpose of mortgage, the value of land !nay be calcu- 
lated on the basis of average produce, contract rent or land revenuar 
for the value of produce is a variable factor. Rent is paid partly 
in grain and partly in money. Land revenue fixed for 30 years seems 
to be the only sound basis for calculating the value of land. 

2920. Thf^ value of khadar land varies from Rs. 75 to Rs. 100 per higha^ 
of dnhar land from Hs. 80 to Hs. 100 and nahri land from Rs. 125 to 
R« 150 in this province. 

2921. 35. Government interest can be safeguarded by official co*ntrol of 
the directorat(‘ through the ilirector ol Agriculture the Controller 
of the Currency and the Registrar of Co-operative Societies, Delh;. 


Ot/irr virftsurrs for loiuj term credit. 

2922. 37. i. Taha i may he advanced through <‘ 0 -operati ve societies to 
meet pressing demand for long term loans. This is an immediate re- 
quirement. Crops have failed and agriculturists are crying for help. 

li The Centra] Co-operative Bank, Df^hi, may be allowed to 
advance long period loans on the mortgage of land. 


E. — Industkies bubsidiarv to agriculture, 

2923. 38. The farmer supplements his income with the proceeds of small 
industry, such as dairy-farming, vegetable and fniii gardening, rope 
making, poultry, pottery, ginning and spinning, manufacture of 
shahar and sugar. 

2924. Svibsidiary industries of Delhi suffer from lack of adequate tran®* 
port facilities and lack of capital, organisation and tmterprise. Co- 
operative credit, on the basis of limited liability with share capital 
is recommended to finance subsidiary industrj". 

2925. 39. Scope for provetnent . Subsidiary industries can be develop- 
ed under co-operative organisation. Co-operative motor transport 
would lower freight charges and reduce the cost of preduction. Supply 
of cheap and simple machinery, cold storage of fruits, milk and vege- 
tables ^and employment of experts for dairy, gur and sugar refining, 
fruit and vegetable-gardening as well as poultry would add to the in- 
come of agriculturists. Use of gas and cheap electric power can be 
recommended for spinning and ginning, rope-making, oil- crushing and 
dairy-farming industries. 

Prof, llirde Narain, 
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Market for tiub^Ulmry imlmiry. 

2026. 40 . Delhi is the biggest distributing centre in Northern Indiat 
• with a population of over 4,B8,188. It is ever growing in wealth and 
numbers. It provides a progressing market for the product of subsi- 
diary industries, 

2927. New enterprUeA. — The Indian fanner is unemployed for iw^o to 
four, months in the year, and if rains fail there is general unemploy- 
ment in rural India. There is surplus labour in villages that does not 
like to leave the place of its birth. The surphis labour can be pro- 
fitably employed in new enterprises. The following enterprises are 
worthy of consideration ; — 

(i) Co-operative building of village roads and houses. 

(ii) Basket w^ork. 

(iii) Preparation of mango-jam and chutny, blankets and 
namdaji^ choir-matting and brushes and laav* for lK>ota and 
shoes. 

(iv) Cultivation of Egyptian cotton and Egji^tian tobacco and 

manufacture of hirie^ cigarettes and cigars. 

(v) Manufacture of condensed milk, and hair oils and oil re*fining. 

(vi) Manufacture of soap, disinfectants and fertilizers. 

(vii) Preservation of farmyard manure, and conversion of night- 
soil into useful manure by a cheap proc«*88. 

(viii) Conversion of crop trash leaves anti grasses into silage 
used for feeding cattle. 

2928. Co-operative societies may l>o advised to make an humble start 
with one of these industries. None of them reejuires costly machinery 
therefore it should not be difficult to finance them out of the funds 
of co-operative societies. 

2929. 41 . Co-operative societi*^ of the province are doing real banking 
business by accepting deposits and advancing loans for short periods, 

2930. 42 . The Co-operative Central Bank, Delhi, gets a loan from the 
Imperial Bank to the extent of lis. 40,<XK) per annum. Credit societies 
borrow from the Central Bnnk. present there is no (a>-ordinAtion 
thrtween the Central Bank, joint stock banks and the rnotiey-Iender. 

2931. 43 . Co-operative societies do not advance long term credit. This 
defect can he remedied by the establishment of a mortgage bank. 

2932 - 44 . In the province of Delhi, t'o-opcralive soci<‘tirs have made 
heroic efforts to relieve distress, by an eflieient system of propaganda, 
fi^rganisation and control They have admirably succeeded in creutmg 
a co-operative spirit in rural Delhi, and we have e\ery reason to 
believe that given a fair opportunity, eo operation will extend to city 
artizans and workmen It will bind them, once again by the common 
tic5« of service and brotheihood in the pursuit of noble aim, the 
precious heritage of Economic Swaraj. The movement has gathered 
strength and achieved success in a limited sphere. It enjoys certain 
facilities that are dcmied to other provinces of India. Trie Province 
is small, and has better transport facilities than the rest of India. 
Deeply steeped in the spirit of co-operation, its organizers have never 
lost the opportunity ' / < rcaiing a happier world, by transforming tho 
misery agony of poverty into the blossoms of self-sujRtciency, with 
IBe magic wand of co-operation. It will be a great misfortune indeed, 
if for lack of imagination their activities were confined to short credit 
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only, while the ii'.n of indebtedness roams along, free and unfettered, 
spreading devastation throm^hont this Imperial Province. Shall wm 
my to the eo-operatdr “this m thy share, that much and no more“ or 
shall we go ahead, shifting the burden of indebtedness on to his shoul- , 
dern and ask Kini to bear it all ultimately, «o that Mb couhtry-rnen 
may be frcctl from the devil of distress, poverty, and serfdom. Co- 
operation is a powerful engine. It is both the S€>vereign and the ser- 
vant. It is a power Divine — The Shiva of Economic Mythology, Then 
leave we om burden to “Shiva^' our Lord, the “Co-operator 'h 

2933. 31 . Co-operative credit should be exUmded to urban areas to 
finance srna!] merchants, artiznns, hawkeis, labourers, low-paid clerks 
and local transport. A few' societies have been recently .started among 

1 (rtKja th< f<nnthr:<^ tea( hers and - Covtuoiincnt ('Icrks. Since the- 
closing of the Tata Industrie! Ibink, Delhi, nobody has gathered sufli- 
cient courage to start another Industrial ikin): with that mentality in 
the air. It is idle to expect any adventure in that direction in the near 
future. It is easier to get dominion status by threat or persiiation 
than to force the esiabli.shment of Industrial Banks when knowledge 
and will are both lacking. 

J. — Investment habit. 

2934. 84 . Cheque habit is growing faat among business men in Delhi. 
Salary above Rs. 200 may be paid in cheque. Such people generally 
keep bank accounts. For salary below Rs. 200 cheque should be 
optional, (i'heques in vernacular script wmuld he verv ponular among 
business men. But the Imvierial Bank authorities should be asked to 
maintain quick service both in deposits and wdthdraw'als if resentment 
and disgust are to be avoided. 

2935. 85 * Banking habit is of slow growth for the following reasons: 

(i) Ivow incorue of tenants and farm labourers who get just a 

bare subsistence and form frds of the total population. 

(ii) Low’ W'ago of indu.strial labour that leaves ru> surplus for in- 

vestment. 

. . (iii) High cost of living in cities, that absorbs the entire income 

of middle class farailiesv 

(iv) Lack of banking facilities and dilatory tactics of bankers. 

(v) Traditional hoarding, social and religious customs sanctify 

wasteful ceremonial expenditure on marriage, funeral and 
festivals. 

1 m})r()V(ni( nU. — ( '()-o|)erative crtalit should lie extended to all villages 
Coverumeiit and Municipalities can issue bonds of small value like cash 
certificates, printed in vernacular script, to encourage investment 
habit. Insurance is another method to encourage investment. But 
these measures would not increa.se the income to an appreciable extent. 
The prol)lem is bigger than it seems. It requires the best brains of 
the nation to solve the problem of poverty, illiteracy and religious 
fanaticism. 

2936. 88 . Insurance is the best method to collect capital from people for 
whom interest has no inducement for saving and investment by a 
careful organisation of insurance and the so called co-operative in- 
surance, a large amount of capital would be available for industrial 
development. Co-operative societies have the very best facilities to 
encourage insurance among their own members. 

Prof, lit I'd e Narain. 
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Bepbr to the special Qu^oimaire for the Central Cooperative Banks* 

Tlie Honorary Secretary* The Delhi Province Central Co-opera** 

five Bank* Limited. 

1« (a) The Cintral Banks grant loans to co-operative societies for 
fort terms only, and period extending to three years is considered 
as short period. The loans are granted to rural credit soeietios on 
demand pronotcs and no instalment is fixed for rep«ayinent when we 
make these advances. 

In their meeting the society passes a resolution that the amount 
of loan will be paid back within one. two oi three \ears. This does 
not arise. 

(6) No distribution between long and short term loan is observed 
The loans are pnyahle on demand henee the details cannot lie supplied. 

(c) In the months of March and October the societiiMi hx a ki$t 
which they propose to pay to the Cehtral Bank, this they fix on ths 
basis oL the standing crojis. If the crc»ps are good they fix dc‘cent 
amounts of kist and if the crops are a failure or poor, then, either 
they do not fix any or fix a nominal amount. 

The following figures will show the actual repayments made by 
the societies against the fixed by the scKueties in the last three 

crops. 


Year. 

Demand. 

Hecoveriew. 

Overdue 

Babi 1928 . 

2,31.776 

1,71,257 

60,619 

KhariJ 1928 

37,100 

24,287 

12,813 

Babi 1029 

09.030 

55,821 

13.818 


3055. 2 . The Central Banks are not authorised by the Ilcgistrar to be 
in the kimw of thr piirpo-i^ for which the loan is taken liy the 
society. And they are forbidden to <‘rujuire from the society the in- 
formation on the subji rt, heiu’e the information eannof be hiifiplied. 

3056. 8. Tile foilowing details will show the reiiayiiientH made in the 
last two yeai^. 


Year. 

Demand. 

HfjcovorioH- 

Overdue 

Babi 1928 . 

2,31,770 

1,71,257 


Kharif 1928 . 

37,100 

2I,2HJ 

)2,hl3 

Ba6i 1929 . 

09,039 

55,821 

13.HI3 


3(157. i, A list of urban societies is enelosed.*" 

8058. 6. 27 Boci.Hies have been liquidated in the last 5 years. 

3059. 5 * The Central li nk had to write off Rs. 3,472-6 4 on account of 
urban societies. Out of Rs. 9,76,200 advanced to societies Rs. 50,590 
are due from non-agricultural societies. 


Not printed.. 
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S060. 7« As the Central Banks close their yearly accounts <hi 3Ist August^ 
erery year, we give below the details of working capital as it stood on 


3l8t August 1^29. 

Rs. 

Paid up Capital .. .. .. 82,530 

Deposits • - • • • • 1 2,54,800 

Other borrowings . . . . . . Nih 

Reserve Fund . . . . . . 24,500* 

Other Funds . . . . . . 20,000 

Undistributed Profits .. .. 18,025 

MisoelianeouB . . • . • . H ,500 


Total 


14,01,326 


3061. 8. (a) By Primary societies — 

(i) Current account . . 

Saving Bank 
Reserve Funds of P. S. 

(ii) On Fixed Deposits 

(6) By individuals — 

(i) Current account .. 
Savings Bank 

(ii) On Fixed Periods — 

One year 
Two years . • 

Three years 
Four years .. 

There are no restrictions. 

3062. 9. The question docs not arise 

3063. 10. The liquid resources were 


Rs. 

▲. 

p. 

1.047 

3 

0 

162 

15 

0 

60 

16 

a 

6,000 

0 

0 

1,141 

4 

0 

6,792 

9 

8 


Rs. 

22,100 

22,835 


13,000 


follows on the 31st August 1929. 


1 hree and half per cent. G. P. Notes of the value of 

Hs, 2 , 23 , 000 . 

Four and half per cent, G. P. Notes of the face value 
c.f Ks. 75,000 . . 

# Fixed Deposit at four and half per cent, with 
Punjab Provincial Co-operative Bank, Idmited, 
I^ahore ... . . . . . . 

Fixed Deposit at five and half par Oent. with the 
Punjab Provincial Co-operative Bank* ^united, 
Lahore 

Cash In hand and in current accounts . . . . 


Rs. 

Book vaipe. 

2,31,000 

20,000 

30,000 

68,100 


Total . . 3,49^00 


•No®c .• — The oorreot figure is 14,600 — vide paragraph 2387. 

The Honorary Secre^mry^ Delhi Province^ ^ 

Central Co-operative Bank$ 
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The proportion of fluid reftources to the total aasets is S5 to lOfl. 

No emergency occurred. 

3064. 21* The following rates of interest are allowed by Central Banks. 

(o) Current account No interest except to Municipal Committee^ 

l^lhi at 2 per cent, on minimum inonthly 
balance. 

(6) Savings Bank Four per ccsnt. on minimum monthly 

balance on multiples of Hh. 5 between the 
5th and the close of the mo /tth on balance 
up to Hr. 10.000. 


(r) Fixed Deposits — 

Months. 


Four per cent. , . 3 

Four and half per cent. 6 

Five per cent. . . 12 

Five and half l>er cent. 24 

Six and half l>er cont. 3tt 


There are no other borrowings, but when we need funds we tem- 
porarily cverdr.tw' our account with the Imperial Bank and the in* 
terest charged by them is at the bank rate in force on those days. 
The Provincial Bank is also f>repared to advance us at 6^ per cent, 
but we have not availed ourselves of this arrangement. 

3065. 12. The C«Mitral Bank haa more money on deposit than it can 
ptofitably employ. The (position has been met by reducing the rats 
on deposits. When we require funds the position has been met by 
accepting short term deposits (for 6 months) at 6 per cent. 

The reduction of rate of interest naturally eausos withdrawals. As 
there is no uniformity in the rate on deposits among central banks. 
Some portion of deposit goes to other central banks as they offer 
higher rates than wo. 

3006. 13. The bank lends at 9 per cent, to all the societies. There are no 
special rates for any society, 

3067. 14. The primary socitties lend at 12^ per oj^nt. 

3068. 15. No. 

3066. 16. Section 19 of the Act does not give any npecial power to socie- 
ties for realising their claims against rneinfiers. The nuihajatiH and 
co operative societies sail in the same boat. 

3070. 17. In the majority of oases : — 

(i) The memibers erfi at the bank to receive consideration money 
of the pronotes. In the year 1028-29 amount of loans aggregating 
Hs. 28,200 was remitted by Money Orders. 

(ii) By remittance transfer receipts. 

The Central Bank pays interest pn deposits by cash^ by cheemes 
or by crediting it to the depositors' account* with the bank. The 
dividend it paid to individuals by cash or cheques and to societias by 
crediting it tq their 1 accounts. 

3071. It. 9 per cent. 

307SL li. It does not engage in any other activity# 

4 
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3073. S0« The D«*!hi Province Central Co-operative Bank Ltd., was 
(started in 1021. The number of societies affiliated on the diet August 
1029 wa« 4M. 

3074. SI* Out of the twelve directora 6 are professional gentlemen of the 
town, 4 are representatives of societies and three are from rural areas. 
The representatives of rural societies have some inflnence on the general 
policy but mainly the Co-operative Department guides it. 

3070. 22. Special features aie: — 

(1) It does not do speculation business. 

(2) Dividend restricted to (T per cent. 

(3) Government supervision. 

(4) It only finances to agncnlture and industry. 


The Honorary Secretary^ Delhi Pi'Qvinc^y 

Central Co-operative Banh^ iAd, 
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Summary of rapltes from Pott matters of Heail and Sdb^Offioot 
in the Delhi Province, to the Special Qttetttonnaire for Postal 
Officials. 

3076. 2. What clabt>t‘s of people keep their savings in Post Office 
Savings Bank and what roughly is the proportion of tlu* deposits of 
each of these classes to the total ? 

The leplies are as follow: — New Delhi; Government servants. 
Delhi Chandni Chowk ; al>out thia'C fourths of the deposits are of 
middle {)eo{)k\ those in (iovernment or i)rivate Rerviee or 

in the servuv of Local Bodies : and the remaining one fourth, of 
lower and higher class peojde. Didhi Daryaganj : al)out twodhirds. 
teachers and students of schools. Delhi Cantonment; Officera of 
regiments, auvl soldiers nhout 50 per cent. ; clerks ahout 25 per cent 
and the rest, general pnhlic including shopkeepers. Delhi Fort; 
ini'itary em))loyees ahout per cent. Kashnno’e Gate, Delhi ; fJov- 
ernment servants about 30 pcM* cent, and school lK>ys about 40 |)er 
cent. Mahrauli : Mahajans alnnit two thirds and Government servants 
about one third, \ajafgarh Managers of th<‘ Jain Temple Fund, 
about 50 per cent. Sal)/.: Mandi Delhi ; about twodhirds, Govern- 
ment servants, and fruit sellers amongst the rt'st. Shahdara; educated 
people especially Vovernmenf and private (‘inployecs throe-fourths, and 
the rest sliopkc^epers, etc*. 

3t)77. 3 . the advantages of Savings Bank l)nHineB8 sufficiently 

known to th*' joiolic in ye.ur area ' How do the facilities offered by 
your hranch compare those offered by branches of the Imperial 

Bank or of the Indiiin joint stsick banks, if any exist in your locality? 
What fnrtlur facilities would yoti Buggest to make this class of 
business more popular ? 

A^'cording to the Pivstmaster of Najafgarh the advaidagt's of (he 

Savings Bank are not sufficiently known to the [>ui)lic, while at 

Shahdara they are known only to the educated people. The rest of 
the Postmasters .sav that the advantages are suffieiently known. 

The P ostnuistf rs of tie* follow ing office.s say that thatdhe facilities 
offered by the' Post Office Savings Bank are greater than (hose offered 

hy the Impe rial Bank ot* India or the Indian joint sto<k hankH : 

Delhi Chandiii Oho\vk, Daryaganj and Katra Ibarian, because* the 

transac tions jj> the F'ost t )ffi< e cause Ics^^ delay tluin in lianks; and 

Pahargnnj Icecainsi’ small sums can be deposited. 

Enhancement in the rat-e 0t intere.st, removal of the present limit 
of dc'posits that can be made in a year, rc.^ its. 75{\ and of the 
rest fiction as regards withdrawals which are not allowed of trier than 
once 4 week, payment of interest In the case of withdrawals made 
after the 25th of a month and withdrawals by chequcH, are tht sugges- 
tions made for increasing popularity of Post Office Savings Banks. 

3o78. 4^ How' do persons other than depositors invest their occasional 
or permanent savings in your locwHty ? Do you think that if your 
branch opens current a<xx)unt.H bearing no interest withdrawable by 
cheque, it will attract any substantial deposits from the various classes 
of people in the area in which yohr branch is located? 

According to the P^stmastera, Delhi and New Delhi people also 
invest in Goveanment and other securities and in banks; Najafgarh, 
with private liankers or firms. 
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Aft regardft thfe opening of current accounts befiring no interest 
or a ncuninal rate of interest withdrawal by cheque, the majority say 
that it will attract more deposits, 

3079. 6 * Have you experienced any difficulty in meeting the demand 
for withdrawals from the cash ordinarily kept in your branch? 

None of the offices, feel any such difficulty; if the balance runs 
short, it is replenished from neighbouring post offices. 

3080/ 7. Do you usually have a surplus of remittan^s to your branch 
over remittances from your branch? Please mention the months of 
the year during which you usually have a surplus. 

The town su 1 1 offices remit their surplus to the head office ever}^ day, 
Shahdara has surplus every month. Others do not have surpluses. 

3081. 8 . What percentage of the people living in the locality in which 

your office is situated are familiar with cash certificates? What 
methods would you suggest to make the facilities offered by this 
system better known to them Do the present rates of cash certificates 
require revision ? How do these rates compare with returns on other 
kinds of safe investment, in land, etc., or the net earning from 

money-lending? Are there any grounds for believing that the rates 
offered on postal cash certificates have a prej udif'ial effect on the 
deposits in branches of the Imperial Bank or of joint-stock hanks in 
your locality’ 

I?\ Delhi all oeople generally are familiar with Tash Certificates. 
In Shahdara only 5 per cent and elsewhere very few people know 
anything about these. Advertisement on a wide scale, distribution of 
pamphlets and lectures are the means suggested for making them 
popular. 

As regards the revision in the rate of interest, the city offices sug- 
gest an increase. Shahdara office docs not want any change. 

The town offices generally consider that investment on land brings 
more profit than cash certificates but one of them says that it is risky. 

Most Post offices say that cash certificates have had no prejudicial 
effects on deposits in banks. 

3082. 9. Are* there any special difficulties standing in the way of your 
office — 

(n) serving as a place of safe deposit for gold, silver, jewellery, 
documents, etc. : 

{h) opening of current accounts; 

(c) selling Government Securities; 

{d) undertaking encashment of notes into gold in small amounts 
at rates which do not involy© loss to iGovernment; 

(c) lending out surplus funds on the spot under suitable safe- 
guards. and limitations to (1) licensed Mahajans, (2) agri- 
ciilturists and (3) non-agriculturists. 

What safeguards, security, restrictions and control would you 
suggest in each case? 

The replies generally indicate that there will he no difficulties in 
introducing any of thess facilities if proper arrangements are made 
and adequate staff provided. As regards granting loans to mahajanfi^ 
etc., it has been suggested by one post office that loans should 
be made on the recotmmendation of the Deputy Ciommissioner on 
personal esecurity. 

Summary of replies to special guesfionuaire for postal offieiaU. 
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InsptKjtor, Co-operative Boeieti^, 
Delhi. 



SUtement showing the net savings of the agricultariete of vUbge Shshabad Daulatpnr. and the chief objects on which 

they are utilised. 
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HIR SINGH, 

Inspector, Co-operative Societies, 



Budj^et of a family containing five mem he i 



BIR SINGH, 

Inspector, CcHopentiTe Societieii, 













BUtemeot .hawing the number of land proprietors above ^ bighas. and agriculturists money-lenders, etc., in Delhi 

rrovince. 
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BIR SINGH, 

Inspector, Co-operative Societies, 
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BIR SINGH. 

Inspector, Co-oper&tivc Societies, 
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APPENDIX II. 

{Received through the Chief CommiHsioner, Delhi.) 

Lbtter from the Deputy Commissioner, Delhi, to the Chief Commis- 
sioner, Delhi, No. B43/C., dated the 17th March 1980, 

I have the honour to forward herewith a copy of a letter No. 686-S, 
dated the 4th March 1930, from the Registrar, Co-operative Societies, 
Punjab, Lahore, together with a copy of its enclosure. I am in general 
agreement Mith the essential theory- regarding co-operative credit which 
Registrar advances in his letter and on which he lays stress in his answers 
to the questionnaire; whether the Co-operative Department has attached 
sufficient importance to it in Delhi Province in the past is a matter regarding 
which I feel some doubt. 


Letter from the Lkgistrar, Co-operative Societies, Punmab, Lahore, 
TO THE Deputy Commissioner, Delhi, No. 596-8., dated the 4th 
March 1930. 

I have the honour to submit a few remarks in conneetkai with the 
questionnaire of the Central Areas Ranking Enquiry Committee. 

For details of Co-o{>erative Societies of various kinds in Delhi Province 
and Ajmer, the Committee can ask Lala Ral Kishen. one of members, 
who was for some years Registrar, Co-operative Societies, in Ajmer, and 
for the last 8 years has b(*en Assistant Registrar in charge of Delhi Province. 
He also can inform the Committee on all matters concerning principles and 
practice of Co-operation. 

Apart from this, it seems to me that the Committee is thinking so much 
about the provision of credit, or, as the average borrower looks at it, the 
provision of opportunities for taking u loan, that the at least equally im- 
portant matter of the recovery of loans given has hardly been mentioned. 
I am daily becoming more and more convinced that the essential things in 
all credit operations are the character of the borrower and the judicious 
limitation of the amount ()f loan given. Now-a-days, the tendency, in my 
opinion, is fundament.-illy wrong to regard access to credit as a rilght and 
not, as in my opinion it should be, as a privilege to be deserved. Most of 
my remarks concerning s])eeific questions will he based on the above idea. 


Q. 14. — It is not understood what is meant by co-ordination. A borrower 
should borrow from one institution only. Otherwise he is, in most cases, 
practising deceit. If the meaning is that the existing credit agencies should 
each confine itself to a particular sort of credit then the result will be the 
elimination of all competition and. possibly, exploiting of the borrower. I 
think it is probably to the advantage of the liorrower, and not altogether to 
the disadvantage of the creditor, that institutions dealing in credit should 
have competition to face. 

Q. 23. — I judge from experienoe (gained in the Punjab that is to say) 
that the possibilities and probabilities of producers combining to transport 
Registrar f Co-operative Societies, Punjab. 
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snd market their prcvluee oo-operalivily are practically nik They are 
aot ready to do so even when most of the work is done for them. 

Q. 30 * — I am not aware that any attempt has yet been made in Delhi 
to raise money on debenture bonds ha* iflortgi»ge l)anks. 1'ill such an 
attempt has been made, it will bo impossible to evpri^ss an opinion on this 
question. 

Q, 3L — There is no eo- 0 [»erative land mortguj^t' bank \i\ Ihdhi. 

Q, 32 . — The Committee would ap|»eiir to havt* very littU* idea of the 
great difficulties which beset a mortgage bank. J think the Committee 
will probable derive much benefit fiom reading the evideiua' given beft>re 
the Royal Commission on Agrieulturo b\ Mr. Dawson of Dawson’s Itank in 
Burma. lie, tm), lays the goaitesl emphasis on the (diaraetcr of the 
‘borrower. From my small expiaieneo of co-operativt' mortgage btinks in 
the Punjab, 1 endorst* his opinion; and 1 ean iitlorm the Committee that 
the running of a mortgage bank is l)\ no iniains an (ats\ matter, oven vvhon 
it is financed by (tovemment loan. 

rhere are many ways of eoiaiueting a mortgage [)ank. Siieb a baiilv may 
be co-operative, joint stock, or (piasi-Covt-rimu nt. | rrfcr tin* ComniitUe to 
the ex}>eriene(‘ of tin* INinjah and Madras for the lust kind; to Dawson’s 
bank in Burma and to Franc'e. for tlu second kind, and to (huiuapy, 
Denmark and Swcdi n. for the thinl kind. Hut of whatever kind tin* bank 
may be, it cannot succ(‘ed if the borrowers aw wrong; and ait\ kind can 
succeed if the U^rrowers are right. 1 do not thitd\ it f)OHsible, at presetit 
to say that anv parlieular kind is la‘ttt‘r f‘>r India tiian anotker as none has 
been yet tried on a large oi tally successful scale. An\ opinion wotild be 
largely academte and witlnad fotind dion. 

If Government gives aiu knal of guarantee*, il is jU’obablv best that it 
should guarantee the inteO'St (ai debentures f(»r a pi-riod of \ears. 

I see no reason wli\ (i(A(‘rnmenl slioidd talo uj» an\ dela nt iin*H if the 
public do not; except that it might talo* up some as a bait to the public, 
before the issue is ojiened (o the publi(‘. It would not be fair to ask (fov- 
ernment to put its money int<» a (*oncern with which tin* juihhe has lieen 
seen to be nnwilling to have anything to do 

I have recoinmernled to the ihinjah Pnoincial Banking Knquiry Com- 
mittee that at jiresent dehenturcs of mortgage’ laudes shonid not lie a trustee 
security. The reasons are that the banks are still largej\ expcuinK'ntid, 
find, often, it has been seen that the borrowrrs are not of the right lort 

Further. ex|)erienee Heems to f>oint to the [net that when* harvestH are 
not secure, a mortgage hank should not Im startid. l*or. where liarvastB 
are not seeure, punctuality in [>a\ij*eni is ifufiossihle to secure and punctn- 
fility in repa\ merit is of the essence of a morlg/ige* bank, 

Q. 33 . — This question ajipears to he superfluous, if. as I imagine, “terms" 
means rate (»f intere.st. ff this is so. everything depends ufK»n the market 
rate of money, the character of a bank’s dealings, and the vdi'deuev and 
cost of its management. 

Q. 34 , — In the Punjab, the land reveiuie is taken as the basis of the 
amount that a mortgag * bank may lend. 

Q. 35 and 36 . — A nKirtgage bank should la* empowered to enter into 
possession of and sell, the land of defaulters, without the intervention of 
^ court. • 
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A mortgage bank is impossible in any area in which there is not a very 
complete and accurate record of rights in land. 

I do not see why the costs of reference to the record of rights, etc.,, 
should be cheapened. The expanse is by no means great even now; and 
is a very small percentage indeed on the amount of loan. There is no 
renHcrt why a borrower should not pay a fair price for any services rt ndered 
to him. A mortgage bank and Government are* not charitable institutions. 

Q depends entirely on the quality of the society, i-C., on the 

quality of its members, and on the tnast that it can inspire in the people 
of its neighbourhood. Jieference to the annual reports of cooperative 
Koeietieg in Delhi and the Punjab wall show the amount of deposits held 
by them. 

Q. 42, — Co-oper/itive banks and societies at present have no relations 
with any otlier banks except the Imperial Bank. At present these relations 
are, in Delhi, confined to the Delhi Central Co-operative Bank, and consist 
of Government paper deposited. 

Q. 43. — Generally speaking, a co-operative society nwcv goes bad if the 
members are good men. 

Q. 44. — Hitherto, as fur ag my knowdedge goes, no difficulty has been 
exj)erienced by the Central Bank in providing the permissible amount of 
finance to the primary societies in Delhi Pn;vince. The primary credit 
soviet} is not intended to provide long-term loans. 

I suggest that the second part of the question should be inverted, and 
that it would be more correct to ask “to what extent has the agriculturist 
cdiosen to take advantage of the existence of the Co-operative Movement in 
Delhi? 

It is a common complaint tliat co-operative credit societies do not 
provide enough money for the members to borrow. The control of credit, 
and the keeping of borrowings within an amount that the borrower is able 
to repay within a reasonable time out of this income, is the essence of 
co-operative* primary credit society. A scale of credit limits has been laid 
down which is intended to attain this object. In times of prolonged 
scarcity a special revision of credit limits can be and sometimes is made. 

Q. 45, — It has already been said that hitherto the Central Bank haa 
generally found no difficulty in providing the permissible amount of credit 
to :is affiliated societies. If the meaning of the question is “how much 
extra capital is required to satisfy the demands of agriculturists for loans'’? 
then the question can best be answered by putting another question. 
“How much water can be poured into a pipe, open at both ends^ and held 
upright?". 

Q, 46. — There is no conscious competition between co-operative and 
other banks. It is true that many of the deposits received by co-operative 
banks would, but for them have been received by other banks; but co-opera- 
tive banks, generally speaking, do not definit-elv compet-e with them. 

(J). 47. — On principle, it is very much better that co-operative societies 
should stand on their own legs than they should for ever be looking to 
Government for concessions. Their attitude at present is far too much one 
of expecting everything to be done for them. A co-operative movement can 
never be fully healthy that does not do its best to carry on without extra 

Registrar, Co-operative Socieiieg^ Punjab. 



313 


help. The present concessions are genenMis and arc very much appreciated, 
"jpfae inclusion of m’urities issued by co-operutive baiiks in the list of trustee 
security must be earned and not given before their worthiness has been 
established , 

Q. 50* — This question, like second part of Q. 44, should be inverted. 1 
have noticed in the Punjab, that the small trader appears not to like real 
co-operative credit. He likes to a large loan as hxt*d eapilal, and neva r 
to repay it; whereas the trtie object of sbort-terni credit is to stqiplv a tem- 
porary need, and to be repaid out of the proceeds of the fultilna nl of that 
need. One of the objects of a credit socit‘t\ for small traders is to enable 
them to build up sonic sort of reserve out of profits and savings. This, 
how'ever, is never seen. 1 \k) often, tin* result of a credit soei(^t) for such 
people is that the\ attempt at once to expand their business faster than 
they have ever done before with the consequence that as soon as there m 
the slightest depression in trade, the immediate rosiilt is an increase of their 
indebtedness, as they have nothing whatever to fall back upon, excej>t a 
bottomless (at least so considered h\ them) well of loans provided by thiar 
society; and repayment becomes less than a st*eondar\ consideration 
These classes have \et to distinguish between financial neials and financial 
desires. 

Q, 51. — It is tcx) early to talk of requiring th<‘ co-opta ativc' mo\cnu'nt 
to be extended, \^hlle even tho.se who have la'gun 1i> be able tt/ naip some 
real benefit from it do not choose to do so. One must learn to walk before 
he can run. 

Q, 89. — On principle, if (jovernment desires rnonev , why should it not 
do its best to attract it? Wh\ should Government alwa\s be considtTed as 
an inert mass to which things may be done, while it muN never do anything 
itself? If money cannot be Hecure<l except on attractive rates, win should 
not attractive rules be offered? After ail, Government from one point of 
view, is onl\ the biggest financial l)U8ines8 in the cxiuntry. 

Q. 95.— * * * * It would be 

possihlt' to f>pen co-operative sociclieH in t*vcr\ villae*' in the fintvinco 'within 
a month, but noia- of these would be gaHsl. A filaci' thut is noi suitable 
today for a co-operative society can by continued pnaieliiiig and ti'aehing 
be rendered suitalile for tin* opening of sueli m society after a periial of 
time. No place is suitabb* until it has leeeivei] and absorbed the riouisite 
teaching. Some }>lact‘s ne\(*r become suitable. 
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APPENDIX III 

NOTES OF ENQUIRY IN THE VILLAGE OF SAHIBABAD DAULATPUR 

IN TEH8IL DELHI. 

PnESEN'T : 

Prof. H. L. Chablani, M.A. 

L. Bal Kishan. 

The Deputy Eegistrar S, Beant Singh, B.A., P.C.S.. and the Inspector 
of Co-operative Societies, Delhi, Mian Bir Singh, it. A., also assisted in 
ithe enquiry. A general meeting of the Co-operative S<xjiety of the village 
had been convened by tlie Deputy li-egistrar for the purpose of his inspec- 
tion, and the occasion was utilised to conduct an en(|iiirv at thr village. 

Out of 150 families re.sident in the village, ItS families liad joined tho 
'Co-operative Society. On being questioned, the members present said that 
the Society included a leu members who did not require any loan or who 
were in a position to borrow from the niahajanH at a rate of only P2 
per cent, per mensem, but who had joined the Society because of the otlier 
4id vantages tliat it offered. 

Thirty-eight families in the Co-operative Societ\ owned 2.46(3 bighan of 
land — bighan being equal to one acre. The average acreage [ler family 
thus worked out at 64*9 bighas or about 13 aeri's of land. 

Net return on vtorigageH irith i>osHCiii<ion . 

One of the members of the Co-operative Socleiy who had taken land on 
jnortgage with possession, said that he had adxaneiai Ps. 12, (KX) for 2(H) 
bighciH of barani land, the price of which approximated to Bs. KX) per bigha. 
It was said by the members present that most of the persons taking land 
ontmoidgage cultivated the land themselves, but if they did not they would 
^et only lis. 3 jier bigha as lagan from tlu*ii’ tenant out of which they wdl 
have to pay back about 8 annus per bigha towards land I’evenue. cesses, 
etc., Ils. 2-8-0 would thus he the net income on Rs. 60 advanced on 
mortgage with possession vvliich works out at 4^^ per cent. ])er annum. 
According to the members present, quite a largi' number of persons borrow 
(money at 12 per cent, on mortgage of land which yields only this !ov\ net 
return. 

Net return from invefif nteni in Latid. 

The members of tlie Co-operative Society were consulted as to the cost 
of cultivating 100 bigluiH of land, which in their opinion could easily be 
cultivated by means of one plough by a normal family consisting of hus- 
band, wife and 3 children with the assistance of only one servant. After 
•discussion, they gave the following details of the expenses necessary for 
■cultivating 1(K) bighas of land; — 

A. p. 

1. 8f ed (Rs. 40 for Rabi at Rs. 35 for Kh irif) , , 75 0 0 

2. Manure on an average annually ... 600 

3. Fodder at the rate of Rs. 1-4-0 per diem . . 45(5 0 0 

4. Allowance for depreciating of power of bullocks (3 to 8 

years on an average) .... . . . -lO 0 0 

Enquiry in Sahibabad Daulatpur, 
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Bs, 4. F, 

R«. 

6. Weeding and Harvewt ing ; — 

Weeding of sugar-cane. 60 cia>*s' work of 


one man 30 

Weeding of cotton, 30 days* work 15 

Weeding of hajra^ 30 days* work . . 10 

Harvesting of wtieat {40 bigh<tJi) . . 50 


Harvesting of bitjra and jau (40 bighaa) , 15 

Harvesting of cotton .... 20 

140 0 0 

6, Annual cost on account of plough . . . 4 0 0 

7. (a) Charges for hire of c rushing rna* hine for sugar- 

cane and labour ne<*ossary for it (hire of ma<'hme 
Hs. iO and labour of one man for two months 
H«. 30) 40 0 0 

(6) Other cost of gttr making (2| maunds of gur) . 12 3 0 

S. Amount |>aid to Kamina ; — 

294 seers of grain at 10 seers a ru|>ee . 
b seers ol gur at 8 seers a rupee 
6 maunds of ftwlder, at 0-12-0 a maund 

Land Revenue and ( esin^s . - 
Land Revenue at local rat© 
ater rate .... 

Chowkidari, etc. 

10. Wages of one servant at Hs. 1-8-0 a day 
of the year ...... 


}- 78 S 0 


72 

80 

1 


153 0 0 


for 2/3fc4 


120 0 0 


Total 


L125 0 O 
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The income from purehaRe of 1(0 bighas of liind was estimated as 
follows ; — 


(A) 


^ Price of 120 raatinds of wheat (grown on 4Q bighis) 
(Price of 12 maundH of chara at 0-12*0 a maund 


f 10 maunde of hajra (grown on 40 bighas) 

(B) j ^ 

C toddei’ from . . . . 

(C) 20 maufids of ^'aicar and cluira . 

(P) gur (40 maundB from 10 bighuB) 

(E) Cotton (20 mauuds from 10 bighaa) 

(F) MiscelUneouH fodder crop« 


Ka. 

480 

84 

30 

12 

140 

200 

180 

40 


Total 


1,166 


There would thus be a net income of Rs. 35 per 1(X) bighan. The iats do 
not sell any milk, but they do realise something from the sale of cattle 
which was estimated by the members present at about Rs. 1(X) a year. 

II the owner of 100 bighag of land sold off his land and equipment, he 
would realise about Rs. 11,500 from the sale of his land and save about 
Rs. 500 of the necessary running capital for carrying on cultivation. 
Rs. 12,CKX) invested at 0 per cent, would bring him an income of Rs. 720 
while the w^ages of himself and wife working on the field estimated at the 
rate of 8 annas per male and 4 annas for female will bring him an income 
of Rs. 270. An owner cultivating UK) bighas of land would thus get an 
income of Rs. 090 as against an income of only Rs. 141 at present. 

On being questioned, the villagers said that for the last 7 years they 
had only two good years, 3 average years and 2 very bad years. 

Marketing. 

Asked Jis to the proportion of the produce they kept for their own 
family consumption, they stated that generally about l/4th of wheat, 1/2. 
of hajra, l /lOth of gur and l/7t,h of cotton and the whole of fodder 
kept by the cultivator for his domestic consiimption. 

There was no money-lender resident in the village. Four or five out- 
side mahajans^ one o\itside agriculturist money-lender and 2 resident agri- 
culturist money-lenders carried on money-lending business in the village. 
The Imembers present stated that in case they sold their produce to their 
creditor sowkar, he would get from them f seer per rupee more than the 
prevailing rate ip Delhi market, but in this case they will be saved the 
expenses and labour of taking the produce to the city of Delhi. Generally ^ 
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the rates in Delhi market and the differ t > the extent of 5 seer per 

lUpee. A number of (uitside dealer^ visit the \ dla^e and buy prmiuco on 
the spot at rates which are about J st^er per rujKe more favovu’able to the 
purchaser than the Dcdhi rales. It is genorallv more [>rotitab’e to a 
zfifnindar to sell his produce to these outside draleiv u ho visit the village 
and buy the pioduce on tlie spot, as in this ease tiu* agrieultunsi has 
neither to take his prcKluee to the eit\ of Delhi nor to sell it their 'ao/’.Vdf 
creditors who give them about } seer f er rupee b'ss Fmt in tlu' ease of 
good parties the soukur creditors is often willing tn make ji ri>neess! m of 
J seer to J seer per rupt‘e in which ca^t‘ tlua’c* was n<» rt\ason lor preftTring 
the outside grain dealer at all 

Accuuu'if ()/ (fitntf, tfi h\inh /]. 

The entries in Ft)nn W filled up l>\ tlu* wrre compartai with 

the entries in the t)ooks of the (‘o-optaaitive Staaetx and questions Wi*re [>ut 
to the villagers in order to find out mistakes if an\ in either of ilieim In 
the ease of Serial No. 24 (vidr Form H) i’oilm H showed no outsidt* debt, 
while the Societ\ 's register showed an outside' (l(‘bt of Hs. JUKI in addition 
to lis. 2(X) borrowed from the Bank. Oral laiijuiries showed that he had 
also an outsaie debt of Hs. o(K) Ixirrowed on mortgage without am intert*st. 
Serial No. JO {vide Form B) was shown in Form H to ha\e a morfgage 
debt of only Its. l.BfiT in addition to Its. HU) lK>rrowed from the Jbuik, 
while the (\>-opt‘rative Society’s register showed a mortgagt' di*bt of 
lis. 8,500. Enquiries on th(‘ subject fn^rn the villagers brought out the 
fact that he had a mortgage dei)t of Its, Jk4(H), In the ease of Serial No, 8.5 
{vide Form B) the Co-ojieratixe Societ\ register showed Its. 4<K) as the 
amount borrowaal from [)rivat{‘ creditors in addition to a mortgage debt of 
Rs. 1,800 and Its. 505 borrowaal from the Itank ; while Form B showed only 
the Bank’s loan of IN. 595 and the mortgagt^ debt of Rs. l,8tK). Serial 
No. 86 (Foam It) was shown to bavr borriiwed (>nly from the (’o-operative 
Bank to the extent (A Us. 845 while the ( 'o-operativ** Society’s register 
showed in addition its. 250 borrowed from privatM enditors On enquiry, 
the person himself said tliat he had borrow «*d Its. 250 but lent its. 100 wo 
that his net open debt was only Its. d5(l. In the f>f Serial No. 

fFonu B) Form 15 showed onh Its 8B boiTowe.i from llu* ( ’o-operal ive 
Bank, but said nothing es to his open defit from private creditors which 
was shown in the (o oiawative SoeietxN reglstir to be Its. KH). Apart 
from the Fo-operative Soeietx ’s loan of Its. 196 Ff>rm It showc'd nothing 
ns o[Hm debt of Serial NNe 45, while the ( V)-ope’’ative Soeietv’s register 
showed Rs. 1,600 and the person himself said that he owed onl\ llw 
to private creditors. Serial No. 55 was a Jnmhardar of thi^ %dllnge and was 
shown in Form B to have borrowed from Fo-operative Bank Rs 618 and 
frcAn zamindnrs Rs, 8.00r) on mortgage, while the Fo"<')perativo Banks 
register showed in^ addition to Rs. 81)0 as bis open debt due to private 
creditors. In the case of Serial No. o6 Form B showed only the Co- 
operative Society’s debt, while the Co operative Society's register showed 
in addition Re. 8(X) aw his open debt due to private crciditors. All other 
entries in Form B tallied with the entries in the t;o-op<?rative 8ociet\ 
register. It was generallv found that the mortgage debt has been corrcadly 
put down in Form B ; so also the amount borrowed from the Comp(*ratire 
Societies, but there w as a slight under-estimating of the open debt due to 
private creditors. 
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APPENDIX IV. 

NOTES OF AN ENQUIRY HELD AT THE VILLAGE RAJPUR KHURD, 
DELHI, ON THE 16TH JANUARY 1930. 

i 

Professor H. L. Chablani visited Rajpur Kburd in connection with 
intensive surv^ey and conducted the inquiry in the presence of the following 
persons : — 

1. Nathan Singh, Lambardar. 

2. Sabi Ram, retired Subedar. 

3. Shao Singh, retired Subedar, 

4. Shera. 

5. Subai. 

6. Bucha. 

7. Hanijilal. 

8. Sis Ram. 

9. Siri Ram. 

Shera, whose family consists of four adult males, two women and threo 
children stated as follows : — 

We take three meals a day ; 8 a.m. in the Vnorning. 1 p.M. and again at 
night. We take three meals throughout the year, My daily expenses are 


as follow^s: — 

Rs. A. p. 

0 peers of flour at 8 peers a rupee (approximate) . . 100 

1 seer of pulse .040 

Tobacco OlO 

Oil (both kerosine and linseed) . . . . .010 

Spices ... .......006 

Gur, half a seer daily 0 13 

Match box (4 in a month). 


1 7 d 

Gwr is used in greater quantity in winter than in summer. The linseed 
oil is used in the house and the kerosine oil in the cattle shed, I don't 
purchase milk, (jhec or f\iel from the bazaar; these I get from home. I 
consiune 6 chhattaks of ghee daily. 


JO. Belmri I. 

11. Ramdial. 

12. Chi man. 

13. Kehri. 

14. Mahipat. 

15. Mange. 

](). Bhim Singh. 
17. Behari 11. 
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My annual olothiirg chargee are as fellows : 


lu. A. r. 


^ paint of dhoU» te male adulta and children (big pairs 

4 at Rs. 3 each ; Rmall pairs 3 at Rs. 1-8-0 each) . 18 H n 

4 coats for adults and 3 coats for children for year's, 

(4 adult coats at Ks, 6 each Ut*. 24 and 3 < hild- 

ren’s coats at Ks, 3 eacli K». 9) . . . 18 8 0 

3 shirts for each of the 4 adults and 2 children (adult 

shirt at Ke. 1 and child’s shirt at lie. 0-12-0 each) . 10 8 o 

4 pugcffis for a<iults measuring 10 yards at lU. 4 each . 18 0 0 

2 pairs of shoes each for the adults at lis. i^eac h . . 18 0 0 

1 iehngat 1 sheet and 1 af^jiya for each of the two women 

at Hs. 22-8-0 each ....... 45 0 0 

Sheets for all of the family men dvrs UO 0 U 


Total 


150 8 0 


I liave not iricliKhal in this (‘stiiuatc the cost of coverlets <.)r bedding;. 

(Note : — The villagers pres<mt wore of (opinion that ix\ this village of 32 faniilias only 
about 5 are worse than this family m point of im ome ami exi>ciidituie). 

Sahi Ham ndiivd Siibcdar was questioned lurtlier and replied i\4 
follows : — 

Q. 4 . — In this village tiie liigger agriculturists are gidting the land^ of 
the sniali agrieull urists hy means of murtgages with p<>KHesKion, which 
enables them to ha\e the land in tiieir possession for Ibdon* the 

expiry of that j>eriod, the laud is redi'emed fr(jm them and moitgug<*(J to 
others. It is seddom that the lainl is tinally sold to tla/m m dtdauli of 
jmMiuuit, 'Idiese small ngrieult urists have not got scope for em)*Io\ merit 
on the fai(ms of others m this villau**. Tin* farms art' fdrradv ftn) striall 
jiert' and such persons liavt to go to otla‘r villages for beeoioiug tenants 
on land available there. 

Q. 10 . — in tins \ illage no debts are tlue tt I In mahajanH or proft*Hsional 
moneylenders All the loans incurred <irt‘ fnam agrieoltur'sl moneylenders, 
who do not ket p any r* gular aectjunts. and the scale of their business does 
not warrant tla> keeping of any paid st-rvant to keep ngular aeeo ints. 
Generally the ugrleuiturist money lerahrs are known for fair dealings in 
this village. The villagers arc generally not in favour (if the intnxluetion 
of such a bill. 

Q. 12 . — For exfiensv's during eiiltivatJon people bonow mostly from the 
co-operative society and the zamindar money lenders. For cattle and per- 
manent improvements money is obtained fuirtlv by means (;f fakavi h.anjs 
and partly from their own pernonal capital ioir other special needs on 
account of failure of crops or rnonsrK)!! mo?iey obtained fivmi the co- 
operative society and from »‘ie zamindars mono v lender. There is no land- 
lord here owning more than 12 acres of land. Tlie small cultivator or 
peasant propriet^ir owning 1 or 2 acres of land getn hir credit mostly from 
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the zamindar moneylender and hot from the co-operative society, as the 
‘CO-operative society demands sureties and many jH*o|iie liaving \( ry smaU 
holdings are not prepared to stand sureties for others. The loans are 
received mostly in cash from the zamtndnr moneylender, but at times when 
he has spare seed, plough or cattle and the borrower wants money for 
these purj)o8eH, he offers then^ to him. 

The general rate of interest here is about Us. J -8-0 per cent, bur the 
actual realisation is about Ils. 1-4-0 per cent. If some people have got 
money in this village, they lend it at this rate even when in the ouiside 
market money cannot be had at lis. 2 per cent, per mensem, even on 
pawning of ornanuaits. Uetweeri the mhukar lending at Rs. 1-8-0 per 
cent, interest fmd the co-operative society lending at Re. 1 per cent, interest 
we wcail i prefer (he sahukai zjimiyidar, because iri the ease of bank we will 
liave to return the loan in cash which wc may not havr* on the fixed date, 
while in the case of the sahukar zawindar, he vs7)uld be prepared to accept 
from us bullock, seed, produce^ buffalo, etc. Apart from this, if any emer- 
gency arises, we can get a loan fnAri the zannndar sahuicar immediately 
or at a v(‘rv short notic^e, w hile in the case of the bank several days’ delay 

takes place. At times the zamindar aahnkar is even induced to accept a 

bullock vNorth Rs. (>() in paynK‘nt of Rs. 70 or Rh. 8(t Apart from these 
leasons there is the further reason that the bank has got a summary process 
of getting a decree against us. while the sahukar has to file a suit, which 
gives us a longer time for adjustment. Thdwoen the three sources fa) 
the village agriculturist moneylender lending at per cent, per mensem 
(h) co-operative bank lending at 1 per cent, per mensem and (c) the 
Government lending at GJ per cent, per rinnum, we decidedly prefer tlu^ 

first source, considering all the dithculties in recovering money from us in 

each case and the expenses incurred in getting loans from the two other 
»ources. 
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GLOSSARY, 


Abiana . 

Artia ♦ 

Asami 

Bahi 

Bahi Khata 
Barani , 

Batai 

Benami . 

Bhusa 

Bin 

Hohras 

Bradri 

Cliahi 

Oiaki 

Balal 

Dastavo?, 

i)}iumia(]n 

( lao^hala 

(ihaj^ra . 

(iota 

(Jur 

Haisiyat . 

Bulvai . 

Jat 

Kalmria 

Khanf 

Khazatu-iu 
Lai kitab 

Maliajao 

Mali 

Mancli 

MoiialU 

Nahn 

Pahari . 

Paru’iiayat 

Pao 

f'archunia 
Patwari . 

Kabi 

Kuqa 

BiOiukar (Saukary 
Sawai 

Bhakar « • 


\Vaterrat-e«r 
Commission ajkjont . 

Clumt. 

Account lK>ok. 

Accounts. 

(‘ultivablc land iicjM^nJing on rain. 
f^rtvuH'nt of rent in kitwi l>y di\ision ut produce be 
t\v<'cn (he landlord anti tenant. 

IVaTVHat't ion in tlit' name of i\ person otlici’ than the 
actual |>art > . 

Straw. fodtlt'F. 

Indipnions eijrartU t<^ 

Lommission aj^ent (hn>kiM }, 

Brotlici'lmod. 

lrriL:at^'d Iroin wtdl-w titer. 

Hand-mill. 

A l)r«»k<‘r. 

1 )ormn<‘nt. 

I )4‘(lii<‘tioi» fvtr c harity. 

A ettwshed rtm hy |)tihlu’ . harity. 

Skirts. 

t ;<»!< I itr sih er kit e. 

Mohi'^'Cs. 

Financial status. 

( onfcctioner. 

( ’ulli valors. 

A deak*r in bocoiuI hantl 
Winter harveat, 

( 'trshicr. 

N'illajic ho(>k ei>nti)iiinni.' wti iit'eoiint, <d it's pr<Mlijt*c, 
inort;xat;ea. etc. 

Monev Icndt r. 

( Lirdcner. 

Mark/'t. 

SlrotU. 

Irrigat^Mi hy carial water. 

Hilly. 

Village couia ii. 

I / 4th of a 

iietail provision tJcaler. 

X’iliage occounUint. 

Summer harvest . 

Chit. 

Banker or money lender. 

One and a qui*rU*r. 

Vnrefinmi sugar. 



Shroff . 
Tholnwala 
Ulamas . 
Zaildar 


Money londer. 

Cartman. 

Learned men (Seholars). 

Government official above the village Headman and 
responsible for the collection of land-revenue for 
more than one village. 
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